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Wonder 
of the World 


The Ida Cason Callaway Gardens in western Georgia is 
a non-profit 2,500-acre paradise of tall trees, cool lakes, 
wildflowers and sunshine. 25,000 people, motoring an 
average distance of one hundred miles, find beauty here 
on a sunny weekend. They boat and they swim. They 
bask on clean white sand—19,000 tons of it, hauled in to 
carpet a crescent of lake shore. They play golf, they pic- 
nic and they stroll along miles of flower-studded paths. 

One project now under construction is the open-air 
dining pavilion, shown in the drawing. The pavilion 
will be beautiful and amazing, because the giant, con- 
crete-covered umbrellas seem to be engineering impossi- 
bilities. They are designed not only to be uniquely 
beautiful, but to serve pleasure seekers for generations to 
come. And to be sure that they do, they will be built of 
USS steel and Universal Atlas cement for exceptional 
strength and durability. 








United States Steel 
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How many stocks 
should you own? 


That depends. 


To some extent, on the over-all 

value of your portfolio or the 

amount you'd like to invest .. . 

To some extent on the risks you 

can afford, the rewards you seek... 

To some extent on the amount of 

time and effort you can devote to 

your investment program. 

But judging by our experience with 
thousands of different investors who 
have brought their problems to us, 
there’s a pretty fair chance that you 
already own more stocks than you 
should. 

Not that we don’t believe you should 
diversify your holdings—we do. But 
we'd much rather see you own 100 
shares of 10 different stocks than 10 
shares of 100 different stocks. 

An extreme example, true. But you’d 
be surprised at some of the portfolios 
we review. Surprised at how often a 
few basic suggestions on consolidation 
can actually increase your income, sim- 
plify the job of keeping tab on your 
stocks, and bring you a lot closer to 
your investment objectives. 

If you have the feeling you may 
be over-diversified yourself, we'll be 
happy to have our Research Depart- 
ment mail you a completely objective 
analysis of your situation, as they see it. 

There’s no charge for this analysis, 
but the more you tell us about your 
personal circumstances and objectives, 
the more beneficial it should be. 

In any event, simply address a con- 


fidential letter to— 
ALLAN D. GULLIVER, Department SF-4¢ 


Merrill Lynch, 
Pierce, Fenner & Smith 


Members New York Stock Exchange 
and all other Principal Exchanges 
70 Pine Street, New York 5, N. Y. 
Offices in 112 Cities 
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How Good Earnings for the Telephone Company 


Benefit the Telephone User 





Good earnings provide both the 
incentive and the means for better 
telephone service and greater value. 


But if earnings are low, and all 
energies and judgments must be di- 
rected to meet the pressing needs of 
the moment, it becomes impossible 
to do the best for the long run. 


For a practical illustration, let’s 
take a telephone engineer who is 
figuring out what size telephone 
cable should be installed to serve a 
growing neighborhood. 


He knows it must serve 200 homes 
right away. He’s reasonably sure also 
that in another couple of years per- 
haps 200 more homes will want serv- 
ice. Putting in a cable today that is 
big enough to serve all 400 homes 
will cost more at the start. 


However, putting in a smaller 
cable today that will serve only 200, 
and another of equal size two vears 
later, will cost a lot more in the end. 


What will the engineer do? 


If the company is pinched for 
money, he'll have to put in the 
smaller cable, even though this will 


be more expensive in the long run. 


But if the company is in good fi- 
nancial shape— 

If it can readily get the capital 
required for the big cable— 

And if the general level of earnings 
justifies absorbing the temporarily 
higher cost of the larger cable until 
the time when its full capacity is 
utilized — 

Then the engineer will decide to 
go ahead with the larger cable. Over 
the vears this will save money for 
both the company and telephone 
users, and produce the best service. 


BELL TELEPHONE SYSTEM 








Telephone people are called on 
to make decisions like this, day in 
and day out. In all these decisions 
good earnings are essential to assure 
the greatest economy and progress. 


There is nothing to justify the 
philosophy that keeping telephone 
earnings low is the way to insure 
low rates. 


Such a policy, by limiting prog- 
ress and long-range economies, 
leads inevitably to poorer service 
at a higher price than the customer 
would otherwise have to pay. 
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The Trend of Events 


THE VOICE OF EXPERIENCE... The solutions Mr. 
Bernard M. Baruch suggests are always sound be- 
cause he has no axe to grind. A wise man, he thinks 
objectively and in a way that usually produces the 
correct answers. 

He was giving our lawmakers the soundest kind of 
advice when he said, ““we must prevent further de- 
terioration of the credit of the United States . 
and reject all tax reduction and pump-priming pro- 
posals which require deficit financing”’—for that is 
basic in the light of our 50¢ dollar. In truth, this is a 
matter of first consideration if we are to solve our 
problems, rebuild our economy soundly and avoid the 
kind of devastating inflation that could destroy the 
value of our currency and impoverish the people of 
this country. 

There was a show of uncommon courage too when 
he advocated a tax increase to finance necessary 
spending. And when he was asked whether he was in 
favor of increasing the 52% tax on corporate profits 
—his response, “what is sacred about that?’, will 
become a classic. Nor did he hesitate in making it 
clear that destruction would follow in the wake of 
inflation and boondoggling. 

Maybe, like Mr. Churchill, his words were a call 
to the powers that be, and the 


that each individual is governed by the rise and fall 
of our national well-being—that wisdom of action 
means success—that folly makes for disaster. And, 
furthermore—that each and every one of us can help 
by shouldering his own responsibilities instead of 
calling upon the government to do so. We should take 
to heart his concluding soul-searching question— 
“whether we as a people—as individuals—have suffi- 
cient character, wisdom and courage to face the facts 
of our situation, recognize the mistakes we have 
made and correct them in time.” Our country’s 
future hinges on the answer. 


WHAT IS BEING DONE TO HELP... While the govern- 
ment is in confusion about what should be done, 
practical businessmen and bankers are already tak- 
ing the steps to alleviate financial distress among the 
unemployed and those who find it difficult to meet 
mortgage and other obligations. 

It was interesting to note that various banks and 
finance companies in distressed areas have declared 
moratoriums on principal payments, so long as the 
interest on the indebtedness is being paid. Today it 
appears they are showing a wisdom that was not true 
years ago. A humane and understanding policy is 

being substituted for the rigid 





people of the country at large, 
that if “blood, sweat and 
tears” was necessary to solve 
our problems, they should 
stand ready to meet any chal- 
lenge that necessity may im- 
pose. 

But the most important 
message between the lines was 
that the urgency of the times 


; regular feature. 
calls for a deep understanding 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow’s markets, don’t miss this 


contract enforcements of for- 
mer days, when homes were 


foreclosed quickly and _ per- 
sonal property was repos- 
sessed. 


And it is good business too, 
and shows there is a realistic 
approach to the situation and 
recognition that a sudden 
dumping of second-hand 
goods, cars and homes on the 
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market can only destroy values and accelerate the 
downward spiral of the economy. On the other hand, 
by not currently pressing for payment of obligations, 
values are sustained and people are left with their 
self-respect, and under such circumstances the rec- 
ord shows that they make a serious effort to meet 
their commitments as soon as they are able to. 

So far, repossessions have not become a nation- 
wide or large-scale problem, and already the initia- 
tive being shown by financial organizations is en- 
couraging the spread of this new kind of enlighten- 
ment. And this is all to the good—because every step 
we take to solve our problems in cooperation one 
with the other, is bound to mitigate the extent of 
the recession. 


SIGNIFICANCE OF THE CANADIAN ELECTION .. . The 
Conservative Government in Canada won a smashing 
victory, with the greatest majority in its history, on 
a platform clearly showing the depth of their resent- 
ment against the United States. » 

This should give us something to think about, 
because it is apparent that Prime Minister John 
Diefenbaker received a clear mandate from the Ca- 
nadian people to carry out a program of greater 
trade with Britain and less with the United States. 
Back of all this is the expressed resentment of the 
Canadians over the extent to which Americans own 
Canadian industry, and the long-smouldering feel- 
ings about our surplus disposal program, which has 
expressed itself recently in the sale of Canadian 
grains to Red China. 

In the test as to how to best combat the recession, 
the Canadians turned their back on Mr. Pearson’s 
suggestions for slashing taxes and decided in favor 
of Prime Minister Diefenbaker’s public works pro- 
gram. Since their fiscal affairs are on a sound basis 
they are in a position to implement justified public 
works projects, particularly in undeveloped areas 
that can help to expand the wealth of the nation. At 
the same time, however, they rejected wholeheart- 
edly the idea of massive deficits to finance public 
works. Having in mind the effect such spending had 
on the national debt of the United States and the 
value of the dollar—and its decline in relation to the 
Canadian dollar—they decided on more realistic and 
practical steps. 

As a member of the Commonwealth too, they un- 
dcubtedly felt they could strengthen the bonds by 
orienting their trade toward Great Britain, for 
greater solidarity, profit and political strength. It 
seems that the expansion of American interests in 
Canada, therefore, will tend to slow up, while British 
interests will expand as they seek to benefit from 
their opportunity to participate in the great develop- 
ment of Canada’s enormous natural resources, and 
greater industrialization. 

By working together with the English and the 
Canadians, we in the U.S.A. can bring our interests 
into better balance. That is what American financial 
and businessmen are aiming at now. 


70 MILLION CARS... The report that there are reg- 
istrations this year for 70 million cars in active serv- 
ice is something to think about, not only because it 
gives us the answer to the unbearable traffic condi- 
tions, but because these autos represent an initial cost 
of nearly $200 billion—a large slice of our yearly 
national income. Add to this the cost of upkeep, re- 
pairs, insurance, gasoline, storage and parking, and 
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it becomes the most costly item as an auxiliary to our 
daily living—an item of considerable cost out of a 
week’s salary for transportation alone. 

This situation is due in a large measure to the fact 
that outside of New York City, Boston, Chicago and 
Philadelphia, which have either subways, suburban 
trains, regular busses, or all three—the rest of our 
sprawling cities have virtually no other form of trans- 
portation except a few intermittent busses or trolleys. 

This is a situation that must be remedied. When 
you consider that a city like Detroit, spread over 
many miles, has no other means of transportation 
than the automobile—that the roads are so bad and 
the traffic so congested that people have to arise at 
the break of day in order to get down to their work— 
you realize a change must come. In many cities across 
the country, a man must travel four hours a day to 
go back and forth from his home to his job. 

Moreover, the automobile having practically killed 
railroad transportation, one train after another is 
being discontinued, and the cost of travelling on those 
that remain are subject to a constant rise in price. 

Altogether, this situation has made it difficult to 
get help to the cities and has greatly increased the 
cost of both manual and white collar workers to a 
point where it has become uneconomic, and an in- 
creasing number of workers prefer to secure jobs 
close to home to avoid the cost of commuting. 

Thus, the scarcity of help and the high wage de- 
mands (the salary of a clerk-typist, for example, has 
risen 400% since the beginning of World War II) 
caused many organizations to move their plants into 
the suburban areas. This trend away from the cities 
has created a great many disturbing economic prob- 
lems, and if it weren’t for the suburban shovs which 
have been established in the various areas following 
the exodus from the cities these past several years, a 
great deal of financial strain would be felt by the big 
citv retailers. 

The situation clearly calls for correction. The auto- 
mobile market is so thoroughly saturated that on any 
day you can see lines of cars bumper to bumper held 
up for hours at a time—and the new road building pro 
grams are becoming a heavy tax on the people. It is 
clear that something must be done to ameliorate the 
situation before we run into an imyasse. 

Apparently the Ford people have been thinking 
about this too. Their announcement of an experi- 
mental wheel-less vehicle which they expect to develop 
into a new form of high speed land travel sounds very 
interesting indeed, because this device, called “Glide- 
air”, travels on a thin film of air a short distance above 
the roadbed, and is based on a new principle. It is 
said that this scooter-like device can fly at high speed, 
using air as a lubricant, and that it could travel from 
Detroit to Chicago in less than an hour, suvplying 
sufficient force to carry a 300 pound load, skimming 
along on the air and having no road friction. 

This is the first of the many innovations that are 
likely to emerge to meet the great need of our expand- 
ing areas and population growth. And something 
must be done for the railroads too, who have to finance 
thei rown right-of-way, take care of maintenance and 
taxes, and at the same time, compete with auto, truck 
and air transportation. 

Altogether it is something that we should be work- 
ing on now and is one of the most forward-looking 
steps we can take toward cutting costs in the various 
areas of transportation—road building—and preserv- 
ing the life of our great cities. 
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As J See Jt! 


By CHARLES BENEDICT 


IT WAS AN OBVIOUS GIMMICK 


— is no question that Russia hoped for a propa- 
ganda victory when she called for the end of 
nuclear tests. 

But behind the scenes there is a real economic ne- 
cessity for this step. Her people, aware of the higher 
standard of living even in the adjacent countries, and 
the luxury across the 
seas, in the countries of 


would be limited, permitting productive capacity to 
be concentrated on the implements of war. 

In fact, the restlessness of the people has been 
mounting ever since the end of World War II. Only 
during the past decade have they become aware of 
how their neighbors lived, and the word has seeped 

through regarding the 
standard of living of the 











the Western Hemisphere, 
have become restive. 
Four generations of Rus- 
sians have already been 
sacrificed to maintain the 
Soviet absolute dictator- 
ship. Millions of people 
have died of starvation 
during these past 40 
years. In 1935, the mis- 
takes of their agricultur- 
al policy in the Ukraine 
condemned five million 
people to death. 

There is no doubt that 
the Russian people are 
restive, so that Khrush- 
chev must continually 
keep them in line by mak- 
ing them believe that the 
menace of the West has 
forced them to continue 
to concentrate on “‘guns— 
rather than butter.”’ And 
he used the dove of peace 
as we neared the Easter 
Season to demonstrate 
great goodwill to his own 
people and the people of 
the rest of the world—to 
show that if the bad boys 
of the West “would only 
agree” to disarmament 
and stop the nuclear tests 
all would be well and the 














people of the West. And 
they are aware too of the 
huge sums that are being 
spent by their govern- 
ment to help support 
other countries, and they 
would like a share of that 
for themselves, in the 
same way that the people 
of the United States feel 
that “charity begins at 
home” and that a great 
deal of the money we are 
spending abroad could be 
used for reclamation and 
development purposes in 
our own country. 

First and foremost, 
Russia needs a tremen- 
dous housing campaign as 
a base for the production 
of consumer goods. Even 
clothing is hard to come 
by — and terribly expen- 
sive. Ina recent TV show- 
ing scenes from the Rus- 
sian revolution, there was 
a marked difference be- 
tween the fine coats and 
Astrakhan hats worn in 
1917, compared to the 
shoddy clothing, caps and 
babushkas of the Russian 
people under the Soviets. 

We must therefore con- 











supply of consumer goods 
would be readily forth- 
coming. 

Actually, while there is a great deal that Khrushchev 
could do to make living bearable, the great shortage 
of housing, the crowded quarters and lack of adequate 
utilities curtail the need for modern conveniences, 
and therefore make it unnecessary for the U.S.S.R. 
to engage in a massive campaign of production that 
would place the Russians on a modern standard of 
living. We often wondered whether it was planned 
that way, so that their wants for consumer products 
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clude that the reduction 
that Russia demands in 
the armed forces, and her willingness to take the first 
step herself, is a grandiose gesture actually based on 
necessity—on a shortage of labor needed to satisfy 
the modest wants of the Russian people today. And 
that back of her call for banning the testing and pro- 
duction of nuclear weapons is the need to cut down 
the vast sums involved that could be diverted to the 
production of consumer goods, in order to quiet the 
-estlessness of the people and make them feel that at 
long last something is (Please turn to page 120) 
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Market sees Inflation-Deflation Struggle 


The question about a possible extension of the recovery phase of recent months has evi- 


dently been answered in the negative. Instead, the market is confronted with a downside 


test. Deterioration in business and in earnings of many companies is continuing, and 


deflation appears to hold the upper hand for the present. A good many dividend cuts may 


be ahead. A cautious policy is advised. Hold adequate buying reserves. 


By A. T. 


Where prospects for profits and dividends of 
individual companies are satisfactory-to-favorable, 
stocks continue to hold up well or to work higher. 
Examples are fairly numerous in the service and 
consumer soft- goods industries. Otherwise, most 
stocks have for some time either been going no place 
in particular on the upside or losing ground; and 
the number on the losing side, including quite a few 
prominent issues, has increased progressively in re- 
cent days. Over the past fortnight the movement of 


MILLER 


the industrial and rail averages was downward in 
substantial degree, with increased momentum last 
week. 

Emphasis has shifted from talk of Government 
moves to combat the recession, and the presumed 
inflationary long-range implications of such inter- 
vention, to the unpleasant immediate fact of continu- 
ing deflation. The — for the whole recovery phase 
were established as far back as February 4 at 458.65 
(closing prices) for the industrial average and 

111.16 for rails. While the subsequent 





THE MARKET IS A TUG-OF-WAR . . 


PRODUCES THE FLUCTUATIONS” THE MAGAZINE OF WALL STREET 1909 


MEASURING MARKET SUPPORT 


. CONSTANTLY SHIFTING SUPPLY & DEMAND 


performance was indecisive for some 
time, there were indications of deterio- 
ration in the market’s position as seen 
in limited short-swing rallies. Thus, the 
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prise us that the break-out has now 
come on the downside. The rail average 
is already back within close distance of 
its poorest 1958 level. The next support 
level of real significance is its December 
24 bear-market low to date of 95.67. 

The industrial average was down to 
440.50 at last Friday’s close, and thus 
uncomfortably near its 1958 low of 
436.89 recorded February 25. The solid- 
ity of the latter is dubious. The support 
area of real technical significance is the 
range of roughly 425-419, as indicated 
by last December’s low of 425.65 and 
last October’s downtrend low to date 
of 419.79. 

In our view, there is ample basis for 
an extension of this downswing between 
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quarter. It should bring at 
least some seasonal better- 
ment, with anything more than that problematical. 
Earlier hopes of some Spring improvement have 
been abandoned; we hear less confident talk about a 
final-quarter rebound; and we see a gradual shifting 
of start-of-recovery forecasts to “the forepart of 
1959.” 

Lagging as usual behind events, the February sta- 
tistics show further shrinkages in total manufac- 
turers’ sales, new orders, order backlogs and inven- 
tories. They have undoubtedly continued through 
March and into early April, as judged by the avail- 
able weekly indicators. Two of the latter are steel 
operations and automobile output. Both are still sag- 
ging. The current scheduled steel operating rate is 
little over 48% of capacity, with tonnage output the 
lowest since mid-1949. March auto output, reflecting 
acutely-depressed retail sales, was 9% under Febru- 
ary’s, 38% under a year ago, and the lowest in ten 
years. The earlier Government forecast of a 1958 
rise of about 5% in total construction outlays, due 
largely to higher costs, already needs downward re- 
vision. Pointing inevitably to reduced outlays at 
least over nearby months, new contracts for housing 
and for total building fell substantially further in 
February for the third consecutive month. 

There has been much talk about rapid inventory 
“correction” as a basis for later business improve- 
ment, via replenishment. But whether inventories 
are high, about right or low depends on the course 
of sales and new orders. As long as its current busi- 
ness is bad, any concern will strive to hold inven- 
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tories to a minimum. Measured in relation to sales, 
there has actually been no inventory correction. 
Total manufacturers’ inventories at the end of Feb- 
ruary were 2.05 times sales, against 1.98 last Novem- 
ber (the first month of inventory paring), and 1.80 
a year ago. Those in durable-goods industries were 
2.65 times sales, against 2.33 last November and 2.09 
a year ago. The ratio for durable goods is higher 
than at any time in the 1948-1949 or 1953-1954 
recessions. Judged by final data on those two reces- 
sions, inventory liquidation in the present instance 
could go considerably further. 


Earnings And Dividends 


The first-quarter earnings reports are going to 
show steep declines in a great many instances. Some 
investors may be prepared for the bad news, others 
not. Moreover, it will not be “climax” news. That is, 
where earnings are seriously depressed, they will in 
most cases either remain so or shrink further in the 
second and third quarters. That is why there is now 
more and more nervousness about the continuation 
of unearned or narrowly-covered dividends, includ- 
ing those of at least some major corporations. 

In general, cyclical stocks and growth stocks are 
by no means cheap in relation to earnings or as 
judged by yield factors. What about long-pull infla- 
tion? For reasons requiring more space than there 
is room for here, but meriting later discussion, its 
significance for stock (Please turn to page 120) 
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APPRAISING AREAS IN THROES 
of BUSINESS ADJUSTMENT 


— with unemployment, industry-by-industry 


BY HOWARD NICHOLSON 


7 ASHINGTON action to cope with unemployment 

so far has shown more speed than direction and 
care must be taken that we do not commit the error 
of trying to find cure-alls without first making 
diagnosis, and then prescribing specifics. Needed is 
awareness of the fact that payroll atrophy is not 
a disease springing from a single cause, manifesting 
in never-varying severity, or something which can 
be treated in a vacuum. 

The illness is acute. It cannot wait for slow moving 
laboratory tests but, in the first instance at least, 
calls for an immediate transfusion to feed the ar- 
teries formerly supplied by the normal heart beat of 
business; it needs more unemployment benefits, over 
an extended period of time. It needs them now! 

A public building planned for Walla Walla may 
produce jobs and a measure of purchasing power for 
Walla Walla—eventually. It means nothing today to 
the jobless insurance clerk in Hartford. And the fact 
that a link in the transcontinental highway travers- 
ing Ohio will be built this year instead of two years 
hence, doesn’t translate into this week’s grocery 
money for the textile worker in Georgia. 

A glance at the accompanying map and tables 
shows how divergent is the pattern of unemploy- 


64 





ment. This is true of geographical dispersal; it’s 
true, too, in effect on industry. There is a plethora of 
local problems that must be isolated before they can 
be treated. But the first manifestation of all is a 
present lack of family maintenance money. Hence 
the importance of prompt action on jobless benefits. 
That means buying capacity in the hands of the 
people now, and in the days ahead when giant public 
works, highway and building programs can be moved 
along the drafting room assembly line, readied for 
ultimate use if the need still exists. This much is 
certain: public works and buildings are not the an- 
swer to today’s problems. They cannot be converted 
into pay checks in time. The Nation has had ex- 
perience in a wasteful system of forced draft project 
promotion in the New Deal days: the country had 
reached the stage of choosing between economic col- 
lapse or a perpetual building and boondoggling pro- 
gram, when Pear] Harbor came along and made the 
decision for us. 

If today’s recession is only somewhat more ex- 
tended than the Administration professes to believe 
it will be, a public works program wouldn’t be ready 
before business is well on the path to normalcy; if 
the depression continues beyond such a point it will 
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be too late for projects, alone, to be effective. 

A Federal tax reduction for the lower-income class 
would be meaningless to the 5.2 million persons who 
have no wages today—cutting zero by 10-20 per cent! 
Excusing withholding tax deductions for one or 
several months merely shifts the burden to next year, 
and multiplies the problems. 

Organized Labor with its billions of idle funds can 
put its money where its sympathy appears to lie. If 
unions can hold out the offer of an average of $30-a- 
week per member for strike benefits, they can do 
their members (who own the money, after all) a 
timely and needed service by adding now to social 
security payments. This would jog up purchasing 
power, without which business cannot produce, in- 
ventories cannot be rebuilt, or normalcy glimpsed. 


The Employment Pattern 


Examination of the accompanying map showing 
“Insured Employment in February 1958” discloses 
9 per cent-plus unemployment in 17 states; it shows 
5-9 per cent unemployment in 19 states; 4-6 per cent 
inemployment in 10 states; 2-4 per cent unemploy- 
nent in 2 states; no state with less than 2 per cent 
f its insured having no job. The national average 
s 7.5 per cent. 

In the month of January, 21 centers of employment 
moved into the Labor Department’s Group D (‘‘sub- 
stantial labor surplus’’). A review of these areas to 
discover what contributed to the jobless rolls, what 
the affected industries are, and related subjects, is 
essential if one is to know what the problem is: how 
extensive; what lines must be steered to a normal 
business pattern if the economy is to get back on even 
keel? Since the shifts from Group C (“moderate 
labor surplus’’) to Group D were the most numerous 


changes, examination of that area seems essential to 
a proper understanding of the causes and compo- 
nents of the recession. In some instances, data for 
March, to be collated after April 15, may indicate 
some additional shifts. Here is the story on shifts 
from C to D: 

Bridgeport, Conn. Reductions in machinery, air- 
craft and electrical equipment boost labor surplus to 
substantial levels for the first time since 1949. Job- 
lessness more than doubled between early fall and 
the turn of the year. No appreciable improvement 
anticipated to April. 

Waterbury, Conn. Labor surplus rises to substan- 
tial levels as cutbacks in textiles and instruments 
augment effects of longer-term declines in metals and 
rubber products. Additional curtailments scheduled 
in fabricated metals (closing of plant). 

South Bend, Ind. Unemployment reaches substan- 
tial proportions as dominant transportation equip- 
ment (autos, aircraft), nonelectrical machinery, rub- 
ber, foundry products, curtail employment. Substan- 
tial labor surplus expected to persist to early spring 
as durable goods production level continues low. 

Louisville, Ky. Most of the area’s major factory in- 
dustries down since one year ago; household ap- 
pliances, chemicals, lumber-wood products, ordnance 
pace declines. Some additional losses to mid-March 
anticipated in food processing, ordnance and govern- 
ment contracts. 

New Bedford, Mass. Layoffs in electrical machin- 
ery, other durables, principal factor in unemployment 
increase; locally-important textiles and apparel 
group also edges downward. Little change in area’s 
unemployment situation likely over the next few 
months as ordnance, radio-TV industries schedule 
additional cutbacks. 

Battle Creek, Mich. Joblessness rises sharply at 
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year end as locally-important breakfast foods, autos, 
electrical, nonelectrical machinery curtail payrolls. 
Some seasonal pickup in factory employment is likely 
by early spring, although not sufficient to lift area 
unemployment out of the “substantial” level. 

Kansas City, Mo.-Kans. Area payrolls generally 
declining over past few years, show further drop at 
the turn of the year. Recent losses centered in dur- 
able goods—glass products, metals, defense related 
chemicals (explosives). Expected increases in March 
are primarily seasonal. 

St. Louis, Mo. Aircraft layoffs principal factor in 
factory downtrend; smaller losses also registered in 
primary metals, ordnance, food processing and chem- 
icals. Unemployment at highest level since 1954. 
Some additional curtailments in mid-March appear 
likely in aircraft, ordnance 


dustry. Transportation equipment (truck trailers, 
shipbuilding) also down; plant transfer cuts fabri- 
cated metals. 

Youngstown, O. Dominant steel cuts back sharply. 
Most other local industries shared year-end drop. Dip 
in factory employment slated to mid-March, but 
seasonal expansion in manufacturing may hold over- 
all job totals near current levels. 

Portland, Ore. Cutbacks in important lumber, foo:! 
products and paper industries force employment de- 
cline. Job totals below year-ago levels in nearly a!! 
major factory groups. Little prospect of employmen 
improvement to late spring. 

Philadelphia, Pa. Electrical machinery, appare}, 
textiles, primary and fabricated metals lead recen 
manufacturing downswing. Unemployment up abou 

one-third since year ago. 





and food processing. 
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improvement before 
spring appear dim. 

Utica-Rome, N. Y. Durable goods curtailments, 
some defense related, pace factory decline. Machin- 
ery, transportation equipment hardest hit. Important 
textiles, other nondurables, most nonmanufacturing 
industries also decline. Some seasonal pickup ex- 
pected to early spring, but joblessness likely to con- 
tinue at high levels. 

Canton, O. Sizable layoffs in area’s two dominant 
factory industries—primary metals and nonelectrical 
machinery—key elements in recent employment de- 
cline. Scattered cutbacks registered in a number of 
other manufacturing groups. Unemployment now at 
highest levels since early 1954. No appreciable im- 
provement appears likely before spring. 

Levain-Elyria, O. Unemployment rises sharply fol- 
lowing cutbacks in dominant primary metals in- 
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in important primary 
metals, cutbacks in stone- 
clay-glass, nonelectrical machinery, and fabricated 
metals boost labor surplus. Unemployment up to more 
than half again year-ago level. 

Racine, Wis. Manufacturing layoffs are centered 
in durable goods industries—machine tools, electrical 
equipment, primary metals, Textiles, most non- 
manufacturing industries also report recent losses. 
Labor surplus likely to remain relatively high 
through early spring, despite some scheduled sea- 
sonal gains in farm machinery. 


Heavy Industry Hit The Hardest 
The foregoing “clinical examinations” indicate 
clearly that joblessness stemmed in large part from 
cutbacks in heavy (Please turn to page 114) 
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GENIUS AT WORK 


—Why a depression can only be temporary 


BY HAROLD M. EDELSTEIN 


@ While the U.S. economy wallows in its worst post- 
war recession, American industry is quietly and 
efficiently at work preparing the way for tomorrow’s 
growth and expansion. New sources of energy are 
being perfected that will not only conserve our 
diminishing supplies of fossil fuels, but will also 
bring the per capita cost of energy for fuels, heating 
and power, down to a fraction of what it is today. 
In the aircraft field, designers are finally working 
themselves out of the rigorous confines imposed upon 
them by wings, and the time may not be far off when 
the aerial] “flivver” will actually become a reality 
and some future presidential candidate can promise 
that “two planes in every garage-hangar’ will be a 
commonplace. 

Fanciful? Not in the least, as we will show sub- 
sequently. But it is interesting to note that for all the 
headlines, the economic future is not the sole province 
of rockets, missiles, grotesquely attired spacemen and 
trips to the moon and stars. From a defense point of 
view these fields may be vital—but to those of us who 
represent the earthbound majority, the endeavors 
to uncover the still untapped secrets of mother earth, 
and the consequent development of all the lands on 
this planet and all the potential resources we have 
been endowed with by nature, provide a far more 
fascinating and important story. 

I doubt whether we are going to live in space— 
though we may fight there—and in the near future as 
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much effort will be expended in making the world a 
more habitable and hospitable place for its rapidly 
mounting population, as the time spent on “out of 
this world” projects. 

Readers of The Magazine of Wall Street will recall 
the delightful article we published in our Christmas 
1957 issue entitled “Bounty From the Sea,” in which 
the enormous untapped mineral, agricultural and 
power resources of the oceans were discussed. It is 
clear that if properly exploited, the seas can be a 
virtually endless source of food and minerals, and an 
eternal supply of water for irrigation and drinking 
purposes. 

Already industry is hard at work on these matters. 
In the Netherlands, a joint Dutch and Norwegian 
company is pumping most of the country’s potash 
needs from the brine of the North Sea; and in 
Kuwait, a contract has just been let for a huge “still” 
that will overcome some of that wealthy nation’s 
natural water shortages. At home, on our own West 
coast, where water shortage has become a chronic 
ailment, a drive has been started to obtain Congres- 
sional backing for a $20 million distillation plant in 
the Los Angeles area to provide fresh drinking water 
from the Pacific. 

Only the surface has been touched so far in this 
fascinating new field of exploration, but as science 
plumbs deeper into the mysteries of the oceans, 
newer techniques will make more and more of the 
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sea’s properties usable. 
Unlimited Power From the Sun 


But if the oceans are a vast reservoir of unused 
resources, their potential pales before the staggering 
possibilities of the earth’s most abundant raw 
material—the rays of the sun. The idea of using solar 
radiation as a source of heat and power is not new 
of course. As early as 212 B.C. Archimedes built a 
solar furnace, and in the 18th century the famous 
French scientist, Lavoisier, reportedly constructed 
one that attained a working temperature of over 
1750 degrees centigrade. But despite these isolated 
accomplishments, the use of the sun’s rays has been 
more a hope than a reality, largely because the heat 
collected is quickly dissipated when we attempt to 
put it to useful work. 


limited uses in special areas. In Dallas, for instance, 
solar energy pumps water from one reservoir to 
another, but lack of space and constant sunshine 
prevents the widespread use of this source unless 
more efficient means of storing the sun’s energy can 
be devised. 


Heating Homes 


But if odd devices were all there was to sola) 
energy there would be no story. The fact remains, 
however, that a large part of the world may be on 
the verge of utilizing the sun’s rays to heat and coo] 
homes. The world’s diminishing reserves of coal and 
oil can’t begin to supply the needs of the billions of 
people in Africa and Asia who are just awakening 
to industrialization, but methods have already been 





Interestingly enough, one of 
the most successful early solar 
engines was built by an Ameri- 
can, John Ericsson, in 1872. 
This is the same Ericsson who 
during the Civil War devised 
the metal-clad ‘“‘Monitor’”’ which 
saved the Union fleet from de- 
struction by the rebel “Merri- 
mac”. But power generation 
from the sun, even for an in- 
genious man like Ericsson, was 
too expensive for a nation with 
an almost limitless supply of 
cheap coal and oil. At first a 
few companies made attempts 
at generating steam with solar 
fuel, but eventually research 
along these lines faded away 
as America’s fossil reserves 
grew larger and larger. 


SATELLITES 


Rebirth of Solar Energy 


In recent years however, the 
alarming rate at which the 
world’s population is mounting 
has focussed attention on the 
inadequacy of fuel reserves in 
many areas of the world, and 
has reawakened the old dream 
of directly converting the rays 
of the sun into heat, power and 
energy. Moreover, technological 
advances in other fields have provided new material 
for collecting and storing the sun’s energy, so that 
we are off to a running start in this new quest. Al- 
ready in some areas of abundant sunshine, the sun’s 
rays are performing useful work. In Burma, for ex- 
ample, some regions that suffer from shortages of 
cooking fuels have sucessfully turned to solar cookers 
than can be used by the simplest peasants. As a side- 
light, many of these Burmese backhills people now 
believe that water boiled in a solar cooker will cure 
stomach ailments of various kinds. Whether this 
particular benefit derives from the simple boiling of 
the water which kills off the germs, or from the 
ultra-violet rays contained in sunlight is not clear, 
however. 

Elsewhere in the world, crude solar devices are 
heating homes, distilling sea water and creating 
power. Even in this country, solar energy has found 
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Of particular interest along 
these lines is a new solar heated 
house designed especially for 
“living in the sun” at Phoenix, 
Arizona. According to the As- 
sociation for Applied Solar 
Energy, which sponsored the 
project, the new Solar- House 
incorporates a unique solution 
to the related problems of heat- 
ing the house and warming the 
swimming pool during the 
winter, minimizing the cooling 
load during the summer, and 
supplying the domestic hot 
water requirements throughout 
the entire year. 

An indication of the interest 
in this project among Ameri- 
ca’s industrial companies can 
be seen from the fact that Du 
Pont contributed materials for 
collecting the sun’s rays and 
insulating the house; Revere 
Copper & Brass donated the 
copper Tube-in Strip which col- 
lects the radiation and heats 
the water that carries the col- 
lected energy to the house’s 
heating system; and Reynolds 
Metals contributed the alumin- 
um to be used for construct- 
ing the collectors. 

In addition, several instrument makers have sup- 
plied devices that will measure the performance of 
the new heating system; paint companies supplied 
special heat-absorbing pigments and construction 
companies contributed their funds and energies. 





devised for capturing the sun’s 


heat to serve the same end. 
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the telemetering circuits 
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Fresh Water From the Sea 


Aside from heating homes the next large scale 
practical application of solar energy will be the dis- 
tillation of pure water from the oceans. During 
World War II American sailors were provided with 
small solar distillation kits for survival purposes, but 
these were crude and expensive devices. As with 
other solar energy machines, the principal of distilla- 
tion in this manner has long been known, but costs 
were much too high for the results obtained. Re- 
cently however, two new developments have paved 
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the way for broad use of solar stills. The first is a 
new method by which the amount of water obtained 
can be increased with a given amount of heat; the 
second is a plastic device developed by Du Pont 
which holds great promise for perfecting a cheap, 
portable still. 

Another market with enormous potential is a solar 
pump that can be used to pump water from wells in 
regions that have no access to electric power, or 
where gasoline driven pumps are too expensive to 
yperate. An Italian company has been marketing one 
with some success for several years now, but the way 
is open for new methods that can bring the cost down 
‘0 a point most of the world’s people can afford. 


Headline Makers 


In recent weeks, since the successful launching of 
che Navy’s Vanguard satellite, there has been grow- 
ing recognition of the value of solar batteries with 
»xtremely long-life because they can be constantly 
recharged by the sun’s rays. Actually, several com- 
panies have been producing these batteries for com- 
mercial use for some time now. Hoffman Electronics 
has provided batteries (pioneered 
by the Bell Telephone Labora- 
tories) for portable radios, the 
Vanguard, and for use in tele- 
phone system circuits. 

Of more long term interest, and 
of greater industrial significance 
are two other important new proj- 
ects, however. The first is a solar 
furnace being constructed by the 
Air Force which is expected to 
generate heat of over 8,000 de- 
grees F, to be used in the testing 
of missile parts. Such a furnace 
will provide a valuable laboratory 
for testing the effects of extreme 
heat without the dangers of radi- e 
ation that come from nuclear ex- a 
periments. 

The second new process is a re- 
ported Russian experiment with a solar power plant 
for generating electricity. Not too much is known 
here about their plans, but some progress towards 
an experimental model has already been made in 
this country. 

Solar radiation promises a limitless supply of 
energy to the human race. Without specific military 
applicability, the progress has been slow, however, 
since virtually all research in the field is privately 
financed. Nevertheless the groundwork has been laid 
for giant strides in the near future. Moreover, with- 
out the secrecy associated with military matters, a 
freer exchange of information should step up the de- 
velopmental process. 


Revolution In Aircraft 


Aside from solar energy, there are other new in- 
dustries a-borning. Many investors have been con- 
cerned of late about the future of the aircraft indus- 
try in an age of missiles and other unmanned craft 
—and there is some basis for the concern. But the in- 
dustry is not sitting on its hands or resting on its 
laurels. Already past the drawing-board stage and 
into experimental models are several revolutionary 
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MOCK-UP of Piasecki Aircraft’s “Sky Car.” Flying model is expected early next year. 


aircraft that promise to alter the whole concept of 
commercial and military flight. 

Principal stimulant to these new developments has 
been the military need for VTOL craft (vertical 
take-off and landing), but the non-military applica- 
bility may be of far greater significance, since 
today’s aircraft have already outgrown the cities 
they are designed to serve. A modern airliner re- 
quires a mile or more of runway for take-off and 
landing, and jets will need two miles for safety. As 
a result, aiports must be built further and further 
from the cities, reducing some of the competitive ad- 
vantages air travel has over other forms of trans- 
portation. 

In essence, the aircraft industry is hoping to com- 
bine the best features of the conventional airplane 
and the helicopter. Most attempts at ‘“convert-a- 
planes” however, which land and take off like heli- 
copters, then fly like airplanes, have sacrificed too 
much of the best features of each. Nevertheless, 
several companies, including Bell Aircraft, Ryan, 
McDonnell, and others have working helicopter 


VTOL models that in one way or another convert 
from a “whirlybird” to an airplane. 





Planes sans Wings 


Very recently however, a new and still little under- 
stood principle of flight has been developed which 
has all the earmarks of a major technological break- 
through and may free aircraft designers from the 
need to construct winged craft. Readers may recall 
the photos in the newspapers some months ago of 
a flying “manhole cover,” as it was called, developed 
for the army as a one man vehicle. 

In effect the “platform” flies by forcing air 
through vents on its underside, but just why it does 
so still baffles the engineers. Until the principal is 
better understood developments will move slowly, 
but already substantial practical progress has been 
made. The army, for instance has commissioned 
three companies: Chrysler, Piasecki Aircraft and 
Aerophysics Development to submit designs for a 
flying “jeep” based on the “platform” idea. The re- 
quirements laid down by the military are tough to 
meet, but if the three companies, each working along 
slightly different lines, should come up with a solu- 
tion, the results could revolutionize military trans- 
portation, and pave the way for the family “flivver”’ 
that has been the dream of the aircraft industry for 
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many years. (God forbid! And what would happen 
to solar energy under a sky black with planes!) 


Army Requirements 


Among its other specifications, for example, the 
army wants the vehicle to be used by men with no 
flight training whatsoever. It will not have to soar, 
but merely get off the ground with a complement of 
four men and their standard military equipment. 
The vehicle is to weigh about 1,500 pounds and 
should be capable of lifting a payload of approxi- 
mately 1,000 pounds. 

So far Piasecki appears to be out in front in the 
quest for a workable prototype and expects to be 
able to deliver one to the army by September, but 
the other producers are not far behind. Chrysler, in- 
cidentally, has disclaimed any intention of competing 
with the aircraft industry if it should successfully 
develop a “sky-car.” Its position is that its research 
staff and facilities are at the disposal of the armed 
forces for just this type of operation, but that pro- 
duction, if and when required, should be turned over 
to those who are best equipped to handle it. This is 
the same sophisticated attitude towards essential re- 
search that has led Bell Telephone to turn over to 
industry such important items as transistors, solar 
batteries and other vital products of its research 
laboratories. 

But it may be too early yet to visualize the future 
fiving car. 


Other Aircraft Developments 


The industry, however, is not waiting for this 
single development. Vast new improvements are 
being made on winged aircraft as well, that may en- 
large the non-military market immeasurably. A 
new concept of “jet-augmented” take-off can increase 
the lifting power of a wing by 400 to 500 per cent, 
enabling a craft the size of a commercial airliner to 
take-off in one-tenth the space now required. To ac- 
complish this feat the blast from the aircraft’s jet 
engines is forced across a special flap on the trailing 
edge of the newly designed wing. If the new wing 
system stands up under tests now in progress, vir- 


tually all commercial aircraft wil be rendered obso- 
lete in a very short time, and a new airfield construc- 
tion boom, closer to our major cities, could be under 
way. 


Untapped Wealth 


Solar energy and radically new aircraft design are 
just two of the “worldly” investigations that are 
bearing important fruit of the kind that may shape 
tomorrow’s economy. In addition, of course, there is 
the vast potential of nuclear energy, hydrogen 
power, the unlimited horizons of electronics and the 
magic of chemistry. But the story doesn’t stop there. 

In recent weeks, the Atomic Energy Commission 
released data on underground nuclear blasts that 
may have important significance for geologists in 
their struggles to uncover more of the earth’s 
mineral wealth. Not too many people realize, for 
example, that as much oil lies unrecoverable in the 
sands of known oilfields in this country, as has been 
discovered in the last several decades. Various 
methods, such as waterflooding and forced air have 
been used to recover these residual deposits, but with 
only limited success. The prospects of an under- 
ground atom blast, however, that would force the 
oil through the well holes has already caught the 
interested eye of several oil companies. If the blasts 
can be used effectively, America’s oil resources could 
conceivably double, lowering the price of most pe- 
troleum products while increasing the wealth of the 
oil companies immeasurably. 

Antarctica—In the non-industrial fields, there is 
also vast room for properly exploiting the great land 
masses of the earth’s surface. In the past few months 
interesting discoveries have been made in Antarctica 
leading to the conclusion that the polar continent is 
a vast storehouse of natural resources. It is possible 
that in a few short years we will begin to tap this 
wealth. 

World’s Deserts—But perhaps more important is 
the progress being made in converting the world’s 
deserts into arable land. Dr. Nelson Glueck, the 
archeologist and_biblical scholar has recently re- 
turned from Iggael with a firsthand report of an 
ancient water collection (Continued on page 118) 
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The Solar Building, an office building in Albuquerque, New 
Mexico, which utilizes the rays of the sun for heating. 
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Schematic diagram, illustrating system of solar heat- 
ing by use of collector panels and storage tank. 
THE 
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CONGRESS TAKE NOTICE — There is... 








GREATER VOTE APPEAL 
IN TAX REVISION 


—Than in Tax Cut 


BY JAMES J. BUTLER 


'J.\HE Republican Party, crucially in need of vote- 

attracting issues in an election that is only eight 
months away, could bolster strength and add new 
vitality by facing up to the onerous problem tax- 
payers face in trying to meet Internal Revenue Serv- 
ice wavering policies and rulings which change 
without notice. 

Tax inequities and loopholes may be legislatively 
removed, and yet the effect of the Revenue Act on 
the transactions of firms and individuals remain sub- 
ject to the various interpretations, separately placed 
by 13,000 deputy collectors and 1500 agents-in- 
charge. The answer of IRS is that no two situations 
are alike in every detail; that the precedent relied 
upon in a given case frequently is found to concern 
a situation in which one or more elements were 
different. 

Tax law has become a “specialized” specialty—a 
body of provisions and regulations which are obscure 
to most general practitioners of law, so they avoid it 
and “refer” cases on taxes. And within the circle of 
specialists there are “expert specialists” who deal 
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with one or a few phases of revenue law. This being 
so one may readily gauge the extent of gratitude a 
political party could win by firming precedents, chan- 
nelizing tax situations into molds that would prove 
time, money, and temper saving. 

For example, corporation dividend money is taxed, 
in part, in the hands of the company while taxes on 
that part, and, sometimes, all of the remainder, is 
also taxed in the hands of the recipient. An explana- 
tion of the differing rules applied would fill a book 
the size of an abridged dictionary. Why not a single 
rule? A tax one place or the other, but certainly not 
both ; and, whichever it may be, a tax of uniform ap- 
plication, understandable to the payer, is less likely 
to send him into tantrums of condemnation of the 
government and all its works. 

A prolific source of business for IRS examiners is 
corporate carry-back and carry-over. In a situation 
where a company is ready to show a large operating 
loss, it may legally acquire a company ready to show 
a lesser gain. In combination they create a condition 
in which no tax is payable. That is the law. But it is 
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IRS practice to conduct searching examination put- 
ting the reporting company expensively on the de- 
fensive. It may be years before the firm will have the 
answer that its return has been accepted. Meanwhile 
there has been a procedural harassment in which a 
yes or no answer hinges on a word, a punctuation 
mark, or a date. 

It does seem that Congress could melt down the ar- 
guments and the decisions and come up with a simply 
stated rule. It would be a service to businessmen of 
incalculable worth. 


The Helpless Taxpayer 


Not only is the individual taxpayer harassed by 
the tax laws, but by its multitudinous contradictions 
which the agents themselves believe to be unfair— 
but legal on a technical- 


ernment had already collected a payroll tax. 

This case tells why the present tax laws and the 
way they are administered is rankling in the minds 
of the citizens of this country, and shows why it is 
urgent to correct such gross inequities and make 
decisions based on common sense rather than on tech- 
nicalities in the law. 

The political party that takes action on unfair and 
injudicious handling of tax problems will win the 
goodwill and the votes in 1958 and 1959. There is 
still time to correct such inequities—to ease the laby- 
rinthean confusion of the taxpayer and bring about 
a psychological change in the whole attitude on taxes 
Let the taxpayer feel he is getting a fair “‘shake’ 
and he won’t resent fair taxation. 

There is still time to combine action on this situ- 
ation with the correction of maladjustment of the 
tax burden, to produce 











ity. He is treated almost 
as a criminal. If he does 
nothing but use his own 
common sense to inter- 
pret the law, he runs se- 
rious risks. In effect the 
government forces upon 
him the necessity of hir- 
ing a specialist, which is 
ridiculous—while the real 
finagler cheats the gov- 
ernment out of huge 
sums every year by one 
trick after another. 

A costly and irritating 
case in point is that of 
the owner of a residential 
property that cost about 
$200,000, and on which 
the I.R.S. fixed an evalua- 
tion of $75,000 as a rental 
property as a basis for 
determining a sale value. 
When the property was 
sold several years later it 
brought only $60,000 on 
the prevailing market. 
From this it would ap- 
pear in simple arithmetic 
that the loss deduction 
would be $15,000, being 
the difference between 
what the LR.S. said it is coquived to be paid.” 
was worth and what the 








As an illustration of the ridiculousness of the tax 
laws and their massive verbiage, Senator W atkins 
of Utah recently jokingly offered a prize to anyone 
who could “decipher” the following 212 word 
sentence, applying to additional charges for under- 
payment of estimated taxes:— 


“The charge with respect to any underpayment of any in- 
stallment is mandatory and will be made unless the total 
amount of all payments of estimated tax made on or before 
the last date prescribed for the payment of such installment law 
equals or exceeds whichever of the following is the lesser— 


‘(A) The amount which would have been required to be 
paid on or before such date if the estimated tax were 
whichever of the following is the least— 


(1) The tax shown on your return for the previous year (if 
your return for such year showed a liability for tax and 
covered a taxable year of 12 months), or 


(2) A tax computed by using the previous year’s income 
with the current year’s rates and exemptions, or 


(3) 70 per cent (6623 per cent in the case of farmers) of 
a tax computed by projecting to the end of the year the 
income received from the beginning of the year up to the 
beginning of the month of the installment payment; or 


“(B) An amount equal to 90 per cent of the tax computed, 
at the rates applicable to the taxable years, on the basis 
of the actual taxable income for the months in the taxable 
year ending before the month in which the installment 


lf new collectable tax reve- 
nues. 


Overhaul Long Overdue 


In each current legisla- 
tive step leading to ful- 
fillment of record budg- 
etary requirements and 
in every move toward 
bolstering the economy 
by pump priming, Fed- 
eral tax reduction, or tax 
remolding rises to 
point an accusing finger 
at Congress. In the past 
the subject of loophole 
closing was given lip 
service. Nothing much 
came of it. The reason 
usually was “lack of basic 
information,’’ which 
meant that each new Fis- 
cal Year’s income-outgo 
had to be superimposed 
on an indefensibly faulty 
base. That excuse no 
longer is tolerable: Con- 
gress today is in posses- 
sion of facts on which to 
proceed with overhaul 
this year, and close some 
of the recognized escape 
hatches. It will be an 




















property brought in sale. 
But no, the Bureau held; the government is not 
bound by its own computation. 

The case cited above didn’t end at that point. 
Secure in the belief that the government having fixed 
a value it would not arbitrarily abandon, the owner 
of the property felt he could take over an indebted- 
ness in the amount of a couple of thousand dollars on 
the books of the company of which he is an officer, 
which was owed by a salaried employee, because the 
maker of the note, due to a protracted illness, was 
unable to pay without impoverishment. But, although 
the taxpayer had never actually received a dollar of 
this money, the government construed it as income, 
which put him into a higher bracket, and forced the 
taxpayer to pay additional taxes and interest on 
money he had never received and on which the gov- 
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ever-present chore of the 
lawmakers for the devices of evasion shape them- 
selves to every language change in the statutes. 

Today’s Revenue Act is a jerry-built monstrosity 
whose architects are the “‘special interests” and Con- 
gressmen who think and act in a groove, levied 
against the inflow of broad national considerations. 
Throughout recent legislative history, Congress has 
endeavored to solve money problems by economy pro- 
grams (real and synthetic) or by deficit financing 
and raising the public debt ceiling. The obvious has 
been overlooked: instead of dismantling the creaking 
tax machine, then putting it together with proper 
distribution and tightly caulked joints, the law- 
makers have added to the load, given it a dab of 
grease (or oil), and walked away from the problem 
for another 12 months. 
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Tax law revision too often 
is equated to general revenue. 
Actually, what is proposed is 
re-allocation of the costs of 
running the government; it 
contemplates not less pay- 
ment, but more equalized pay- 
ment. It is one of three things 
that could be done. The others 
are (1) a selective system of 
tax cuts which would relieve 
some payers at even greater 
inequity to others; (2) a pro- 
gram of tightening control 
over spending. Number (1) Total 
of these alternatives, of 
course, must be ruled out. The 
need for defense at any rea- 
sonable cost, rules out the sec- |} 


Gross Income 
Under $5,000 
$5,000 under $10,000 
$10,000 under $25,000 
$25,000 under $100,000 


$1,000,090 or over 


(1)—Less than 0.05% 








$100,000 under $1,000,000 


1955 Individual Income Tax Returns * 
Gross Income Income Tax 
Returns Amount Amount 
Number % of total (mil. $) %, of total (mil. $) % of total 
40,793,000 70.6% $104,041 41.7% $7,468 25.2% 
14,459,839 25.0 95,542 38.3 10,614 35.9 

2,154,574 3.7 29,907 12.0 4,962 16.7 
388,928 0.6 15,585 6.3 4,560 15.4 } 
21,556 (1) 3,787 1.5 1,719 5.8 
267 (1) 568 0.2 291 1.0 


*—Latest data available; does not include returns with no gross income. 





57,818,164 100.0 $249,430 100.0 $29,614 100.0 














ond. Strike off the military 
and defense-related items, and 
vou have left a column composed chiefly of fixed 
costs, necessary housekeeping, or reducible items 
vhich wouldn’t be a drop in the bucket. 


Present Laws Are Unrealistic 


The existing Federal income rates have little re- 
ationship to reality. There no longer is any validity 
n talking about a 20 per cent tax on low and middle 
necome groups and a 90 per cent top bracket. The 
effective rate is lower—much lower. The Internal 
Revenue Service files show that exemptions differ at 
lifferent income levels, with these results: the per- 
sons in the $4000-$5000 income class pay about 8 per 
‘ent on average; those with incomes of $100,000-or- 
more pay between 40 and 50 per cent. During the 
past 25 years, the income of the wealthiest 5 per cent 
of the population has increased less than the average 
income. In 1939, about 7 per cent of the labor force 
paid Federal income tax; by 1955 the percentage had 
risen to 65. In the same years the increase in per- 
sonal and corporate taxes, and estate taxes, has cut 
deeply into those whose income is thought of in “‘be- 
fore taxes” terms. Obviously the net and the at- 
tendant accumulation reflect this. 

The rate of taxation fixed in the law with respect 
to the big incomes, would be 


on what is, perhaps, the best starting point for re- 
casting the Federal tax structure in years. The bill 
was worked out by the Ways & Means Committee 
with the cooperation of the Treasury. In the words 
of Rep. Aime Forand of Rhode Island, chairman of 
the study group: 

“Some of the more important unintended benefits 
which this bill will remove are: special benefits de- 
rived by holding various types of stock for only short 
periods of time around dividend dates, the double 
benefit from gifts in trust to charity where re- 
mainders go to closely related persons, double in- 
terest and charitable deductions with respect to the 
same amounts, the special advantages from writing 
bond premiums off over relatively short periods 
where the bonds have early call dates, advantages 
derived by part-time employees of exempt organiza- 
tions from deferring tax on their salaries by taking it 
in the form of annuity contracts, the conversion of 
ordinary income into capital gain income by pur- 
chasing bonds with coupons detached, and other 
things.” 

The bill changes this treatment for dealers in tax 
exempt securities by deleting the 5 year rule and by 
modifying the 30 day rule so that it will apply only 
where the bonds are (continued on page 111) 











plainly confiscatory. But in- 
stead of erasing it from the 
books, Congress has eroded 
the system by a series of 
special exemptions. This situ- 
ation has developed a fertile 
spawning ground for tax 
dodges. If the elastic special 
exemptions were to be re- 
moved and the tax rate fixed 
closer to the point of actual 
collection a more equitable 
method would be the result. 
There would be fewer loop- 
holes which, in turn, would 
mean less need for ferreting 
out by IRS, and more produc- 
tive results. 

House hearings have been 
concluded and Senate hearings 


Individual income taxes 
Corp. income tax* 
Excise taxes 
Employment taxes 
Estate and gift taxes 
Customs 

Misc. receipts 





Sources of Federal Budget Revenues 


Total budget receipts 


*—Including excess profits taxes 


Fiscal Years Ending June 30. 
(in millions of dollars ) 


—Estimated— 

1951 1953 1955 1957 1958 1959 
$21,643 $30,108 $28,747 $35,620 $37,200 $38,500 
14,106 21,238 17,861 21,167 20,385 20,400 
8,643 9,868 9,131 9,055 8,898 9,280 
234 274 579 328 339 347 
708 881 924 1,365 1,486 1,570 
609 596 585 735 765 780 
1,620 1,859 2,562 2,760 3,327 3,523 
$47,568 $64,825 $60,390 $71,029 $72,400 $74,409 

















are nearing the report stage 
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PUBLICITY appears likely to be the sole product of 
the House Committee inquiry into the behavior of 
commissioners in agencies regulating business, inso- 
far as the Federal Government is empowered to 
regulate. The probe of the Federal Communications 
Commission resulted in retirement of one of its 
more obscure members and the revelation that 
“outside” pressures are heavy on FCC whenever 
multi-million dollar radio-television frequencies are 
about to be handed out. The impact of this dis- 
closure was dulled when it was found that the arch- 





WASHINGTON SEES: 


It would be error to attach deep significance 
to ouster of Nikolai A. Bulganin by Communist 
Party Boss Nikita Khruschev. There is tendency 
here to read into each Moscow change signs of 
political disintegration or change in attitude. That 
is wishful thinking. 

In its simplest form, the situation has been this: 
Bulganin has been a faithful secretary or errand 
boy, carrying a series of titles (including head of 
the armies) to equip him for the role of liaison 
between the CP chief and the arms of govern- 
ment. He has never attempted to rise above his 
subordinate role in what was pictured as a two- 
member top echelon. When policy was spoken it 
bore the imprimatur of Khruschev; when it came 
to sparring in the diplomatic arena, the delivery 
of notes intended to draw the Western Powers 
out but not effectuate an agreement, they carried 
Bulganin’s name. 

It is possible that Khruschev has wanted to get 
Bulgy literally “out of his way” in the event a 
summit conference comes out of current exchanges. 
That way, the party boss can throw his weight 
around, leave no doubt as to the totality of his 
authority. 

It is significant that Bulganin is being retired 
to a life of ease in contrast to the fate of higher- 
ups in the past who have been dropped a notch, 
or several notches. Bulganin had neither powerful 
friends nor dangerous enemies. That being so, he'll 
stay on the payroll, stripped only of title. 














By “VERITAS” 


enemy of “intervention” and author of a code of 
ethics for FCC — Rep. Charles Wolverton of New 
Jersey — was one of the recorded intervenors. 


CONGRESSMEN were embarrassed, but not surprised 
when the member of the probe committee admitted 
he not only urged FCC to act promptly on a case 
affecting his constituents, but had committed the 
unpardonable by putting it in writing. There is a 
fine line separating proper inquiry by a lawmaker 
on the status of Federal matters of concern to his 
neighbors, and putting the weight of a Congressional 
office behind an interest involved in an adversary 
proceeding. The right to inquire, or even advocate, 
may be contrary to the Code of Ethics Wolverton 
drew and submitted, but unless he can exercise it 
an office-holder will lose much vote appeal. The 
privilege of “writing to my Congressman” usually 
involves a favor asked, expected. 

WARNING which friends had given Senator Barry 
Goldwater not to permit himself to be enmeshed in 
public brawling with Walter Reuther unless, and 
until, his arsenal was packed, proved well based. 
Goldwater didn’t accept the suggestion and the 
McClellan Committee hearing, which saw the UAW 
President defiant and unscathed, resulted. Reuther 
came out as clean as a hound’s tooth. That went for 
both his private and union-official conduct. His 
apprenticeship in Russia and some of the current 
practices of the union might have been presented 
in interesting parallel, but the public will never 
know. He wasn’t asked about it! The outcome can 
best be summarized in Goldwater’s confession: ‘TI 
have made intemperate remarks that I would like 
to grab and eat.” 

LOSING the State of North Dakota requires effort by 
the Republican Party, but the GOP seems willing to 
try. Senator William M. Langer has been denied his 
party’s indorsement for re-election. A former Gover- 
nor of the State and a U.S. Senator since 1940, he 
will run independently. The party denied indorse- 
ment to incumbent Senator Alexander Wiley of 
Wisconsin two years ago. Wiley, who had built a 
considerable personal political machine, ran inde- 
pendently of party label and won readily. Both men 
now are favorites to win without party backing. . 
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» The danger of forecasting a legislative 
program is reflected in activities of the first three 








months of this year. 





The 85th Congress met Jan. 7- 
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hin inert 


Big issues were whether an enlarged defense program could 





current year; whether Congress would reject a proposal 

to raise the ceiling on the national debt — in the 

then uncertain event President Eisenhower might ask for 
one; whether foreign trade agreements would be reduced 








in scope with a shorter term and more Congressional 
control; and whether mutual assistance appropriations 
would be slashed, even eliminated. 








» In the short space of three months these have 
been dimmed or blacked out. 








The big questions now resolve 

















around unemployment and other aspects of a national 
recession, and how to meet the economic needs of the day; 





the race for control of outer space. With the substitution 


of new items for old ones on a calendar 
that now has nothing but "musts" on it, a 
tug-of-war has developed between Capitol 
Hill and the White House. Ordinarily such 
a development would be regarded unfor- 
tunate, likely to have none but evil 
consequences. This time it has had the 
opposite effect: it has put the two 
branches of government into competition 


—S=>=— ——————_ ——————_———_-— 


to normalcy. 


» Ordinarily, a national housing 


of the three-month appraisal period. 
Result was a surge of activity that piled 
bill after bill on Senate and House 





calendars as adjournment neared. When, 

as is the case this year, the session marks 
the close of a Congress and campaign days 
are ahead, the legislative harvest is 
poorly culled and left to the President to 
accept with resignation or veto in the 
interest of national governmental safety. 

















» One of the items keeping the 
Senate busy is the satellite program. This 








bill dawdles along and comes through in the 
dying days of a session — if at all. The 
real eState lobby and its friends fight it. 
The money question is pored over by the 
elder statesmen of economy. This time 

a $1.8 billion housing bill passed the 
House in less than three minutes — hardly 
enough to read the title of the bill, 
recognize a mover and seconder of a motion 
to pass, call for the yeas and nays, and 
announce the result. Less than 90 minutes 
later, the House was voting aye on two 
bills to speed up public works programs. 
Back at noon-hour of the next day, the 
House spent minutes discussing, and pass- 
ing, legislation to freeze price supports 
at 1957 levels. The Senate already had 
enacted the batch of legislation, in one 
week's time! 


























» In past years, the weeks lead- 








ing up to Easter recess have been passed 
in politicking and log rolling, sparring 
to test relative strength of pro's and 
con's. Then the lawmakers would return to 
their districts, attempt to gauge senti- 
ment at home and blend it with the results 
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couldn't be anticipated when the session 
began; it became necessary for Congress 
to start from scratch in a field about 
which too little is known. Yet, the 
Senators came up with a very respectable 
report and 17 recommendations for the 
Department of Defense to follow. 
Scientists indulged less than the usual 
amount of criticizing and head-shaking. 
The House, operating along less formal 
lines, joined in the Senate findings and 
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on Outer Space. Even the title would be 
laughed out of existence on adjournment 
day last Fall. 











> Sputnik generally is put down 





speedup of Congress. No doubt the Soviet 
missile triggered the activity on Capitol 
Hill. But the economic sag had as much to 





An entire new generation had grown up since 
the United States had known a depression. 
A large percentage of the House member- 
ship and quite a few Senators were in knee 
pants in 1929. They demanded an immediate 
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shift of legislative gears. It was 
reminiscent of the early Rooseveltian days 
when each lawmaker seemed convinced that 

he had an original and effective Solution 
to the problem. Most proved unworthy of 
either objective. 














p» Normally, appearance of the 
first appropriation bill is the signal for 
unloosing campaign oratory. The Adminis- 
tration comes under attack for "costly 
inefficiency," the bill is debated, 
amended, the forces of economy have their 
say. First to show this year was the $4 
billion Treasury-Post Office appropriation 
bill. In the House, an additional $627 
million was tacked on, nothing was pruned 
out, and as fast as parliamentary procedure 
permits, the measure was passed and sent 
to the Senate for concurrence. The "upper 
house" gave it 24 minutes flat; didn't 
change a comma in it. Of course Congress 
already had passed the ceiling rise for 
the national debt and there was $5 billion 
more leeway. 
































» The burst of legislative ac- 
tivity, plus presence in Congress of the 
principal, and several minor, contenders 
for the GOP Presidential nomination in 
1960, has switched much of the Administra- 
tion's policy-making to Capitol Hill. 
Gone is the spirit of deference that held 
Senators mum on party attitude, pending 
"clearance" at No. 1600 Pennsylvania 
Avenue. In group or individual statements, 
speeches, and introduction of bills, 
members of Congress are asserting them- 
selves. An example is the bill to assure 
unemployment compensation payments for the 
remainder of 1958 for those who may have 
exhausted their rights before year's end. 
Nothing could be more basic from a policy 
Standpoint. Ordinarily his party members 
would have given to their President the 
distinction of bringing forth this almost 
certain-to-pass anti-recession move. 
Instead, Senator Clifford P. Case of New 
Jersey, an Ike stalwart, led a group of 
eight Republican Senators in sponsoring 
legislation. Naturally they, not the White 
House, set the policy in this instance. 
























































» One week later, the same group, 
with the addition of Senator Margaret 
Chase Smith, Maine republican, was back in 
the headlines with another major policy 
step. They memorialized Defense Secretary 
Neil McElroy and General Services Admin- 
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istrator Franklin G. Floete to place 
government contracts in recesSion=hit 
areas. Their message proposed: "Division 
of procurement contracts into two parts, 
with one-half of the contract going to the 
lowest bidder, wherever he may be located, 
and the remainder set aside for firms 
located in surplus labor areas." It was 
revolutionary in the scheme of Federal 
peacetime procurement. But it probably is 























necessary. In any event, it brought 
countrywide plaudits — to nine GOP 
Senators! 


» By moving fast and without 
advance disclosures which might have tipped 
the democrats off and enabled them to beat 
the starter's gun, the GOPers have made 
political hay. They toyed with the idea of 
grabbing the glory on housing and highway 
funds, but these issues already had been 
pre-empted by the democrats. The Same was 
true of public building programs, which 
had their genesis in FDR's Public Buildings 
Administration headed by "Honest Harold" 
Ickes. Case and his colleagues are eyeing 
a school building program, tying it into 
the economic recession. That won't be so 
easy. It isn't necessary to debate the 
right or wrong of the incident to arrive at 
the fact that two little words — "Little 
Rock" —— have spelled the end of a 
Federally-supported classroom program for 
the present at least. 









































> Proposals for new labor legis- 
lation will flow from the McClellan 
Committee interim report. They will not want 
for companionship at their destination — 
the Congressional archives for forgotten 
objectives. On the House side of the 
Capitol a recent compilation showed no 
fewer than 19 pending bills to amend — or 
repeal — the Taft-Harley Act. About as many 
are gathering dust on the Senate side. 

Rep. Kenneth Keating started it in this 
session witha Feb. 9, 1957 draft hopefully 
captioned: "To amend the Labor Management 
Relations Act of 1947 to equalize legal 
responsibilities of labor organizations 
and employers." In the same week, Rep. 
Thomas Lane of Massachusetts, presented 
ameasure titled: "To Repeal the Taft-Harley 
Act." Other bills would re-enact the 
Wagner Act, shift jurisdiction from NLRB 
to the Federal District Courts, expand or 
contract coverage of the Act. None is 
being seriously pushed by anybody. 
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LABOR 


In Industrialized Countries 
— Compared With Wages in U.S.A. 





COSTS 


BY JOHN H. LIND 


| pee labor costs are becoming a matter of 
growing concern to American business men for 
several reasons. One is the development of new 
international economic units, particularly in Europe 
where the Common Market is already a reality and 
the Free Trade Area and the Scandinavian Market 
are likely possibilities. To meet the challenge of 
these dynamically growing markets, many American 
exporters may have no choice but to establish sub- 
sidiary plants inside these areas, in order to escape 
the double handicap of protective tariff walls and 
dollar discriminations. 

Yet, in view of the wide-spread differential in 
wages and other labor costs not only between Amer- 
ica and Europe but also within Europe itself, such 
a step can only be successfully taken on the basis of 
a thorough knowledge of European labor costs. 

Unfortunately, however, many American business- 
men have a very distorted view of foreign labor 
costs. This is largely due to the widely held and 
widely propagated belief that foreign labor costs 
are universally cheap and that foreign producers 
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have, therefore, almost always an advantage over 
their American competitors in world trade. This 
argument has often been advanced by protectionists 
as the major reason for high tariffs. In fact, it forms 
one of the main points in the current front-page 
debate regarding the extension of the U.S. reciprocal 
trade agreement law. As we will show in this article, 
the low-wage argument of the U.S. protectionists 
is exaggerated, since they only consider direct wage 
payments, and ignore such other vital factors as 
fringe benefits and productivity, which often give a 
totally different picture of real labor cost differentials 
than comparisons of just straight worker earnings. 

A knowledge of foreign labor costs is therefore 
of importance also for those U.S. businessmen who 
have no foreign marketing or producing interests, 
since it tells them if, and to what extent, their 
foreign competitors can underbid them in the world 
markets. 

Since Western Europe is both America’s most 
important foreign competitor and the only area in 
which the common market concept has been turned 
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— into a reality, our discussion of 
y, ‘ia 
Table I. Specified Elements of Labour Cost Expressed as Percentage of Total a _ will = confined to that m 
Non-Wage Labor Costs for 1955 part 0 e world. 0 
1 baal ee ee ee ‘ *a 
Elements of labour cost The High Cost of Fringe Benefits tii 
expressed as percentage of United U 
the sum of comparable Germany King- Yugo- ° 
cost items Austria Belgium France (F.R.) Greece Italy Turkey dom slavia The first thing that needs to be ul 
said when examining foreign labor as 
Premium pay for overtime, late costs is that wages alone do not pI 
shift, and holiday work.. 22 — 28 16 14 10 110 — 30 give a true picture. Supplements 
| Bonuses and gratuities 27 06 12 22 81 57 42 04 56 to wages have become increas- E 
fie ingly important in Europe in the St 
Payments in kind 0.7 0.1 1.1 0.3 0.2 1.3 5.8 0.1 0.5 postwar period. European em- fit 
Hours paid for but not worked... 9.3 64 46 64 40 65 85 57 59 ployers usually have to carry a far at 
sini a eit larger burden, in relation to basic “ 
— eee an aes tee ee 88 ee wages for such items as paid va- w 
‘eth etg Vi cations, family allowances, social ti 
|| Non-obligatory social security con- - in on ee insurance and other social pro- p 
tributions 05 0.1 04 45 y 0. Y a a grams, than do Americans. As the t 
Direct benefits . 23 #04 #04 12 #11 «20 43 £022 — accompanying chart shows, these m 
Subsidies 17 03 16 16 04 10 04 08 88 non-wage labor costs vary greatly Ww 
ae , . ; 4 ; c ; ‘ throughout Europe on an hourly g 
— ——————— basis. In Yugoslavia, for instance, T 
nana they amount to nearly half of 
total labor costs. In Italy they ex- 
a = . st 
Table Il. Wages and Other Comparable Elements of Labour Cost, 1955, ceed 40 percent and in most other 
Expressed in Swiss Francs! countries they amount to between 
(All industries: wage earners) 20 and 30 percent of all labor 
a ee cost elements, according to a re- 
Cotton Leather elec- Machine  Ship- Steel Coal cent study of the U.N.’s a i p 
Country textiles footwear tronics tools building industry mining Railways a a ot On J h t] 
— — ——__—— annem, ritain are these costs low enoug = 
ernie — i dil ON ie ils al to even come closer to America’s ~ 
verage hourly earnings . . . . ° e ° ° * J 2 $ -— 
Basic wage per hour 1.00 1.18 1.13 1.37 1.42 1.36 1.35 1.45 = of this Pe eight = A 
Cost per hour worked 150 1.65 1.70 2.12 199 2.29 232 3.73 owever, this does not mean that ls 
; the British worker receives fewer E 
Belgium: social benefits than his Continen- . 
Se het a 174 166 2.34 2.42 2.63 3.01 2.73 2.83 tal counterpart. The difference is 2 
Cost per hour worked 2.20 2.08 2.95 3.07 3.47 3.88 3.76 5.62 only in the method of payments. if 
Social services in Britain are E 
— = eg en en eee ee financed largely by the state out 7 
verage hourly earnings <i . A ‘ : 5 f - ‘ vs Pay 
Basic wage per hour 1.73 1.76 2.25 2.47 2.09 2.33 2.70 2.45 of —_— = | ae ( 
Cost per hour worked 2.51 2.42 3.32 3.62 3.17 3.50 461 5.02 lab en wt nto employers alrect t 
abor costs. 
" " ‘ ? e 
— owe a en ee ee ae The relative importance of all . 
verage hourly earnings d , ‘ d : x B _sare -_ a 7 
Basic wage per hour 1.41 1.44 1.62 1.74 1.83 2.45 2.25 non-wage elements in total labor I 
Cost per hour worked 86 1.88 2.32 243 2.49 3.56 3.82 = tt hoon ig > roe pag ome d i 
industries is indicated by the fol- } 
enone ; lowing percentages: . 
Average hourly earnings 0.83 0.92 1.05 1.34 t 
Basic wage per hour 0.74 0.81 0.84 1.15 , as a : . 
Cost per hour worked 1.09 1.15 1.30 =—*'1.71 ow - © of — ( 
Italy: Austria 34 I 
an ee : Greece 31 
ge hourly earnings 1.13 1.03 1.47 1.49 1.57 1.98 1.42 Fr 35 
Basic wage per hour 1.03 0.94 1.32 1.35 1.39 1.85 1.31 ~ ee ae mt : 
Cost per hour worked 183 1.64 2.36 2.31 2.50 3.06 2.61 } el 99 ( 
Turkey: Belgium 22 
Average hourly earnings 1.23 1.70 =61.97 1.48 a, 11 . 
Basic wage per hour 1.17 1.23 1.56 1.37 mae ' I 
Cost per hour worked 1.79 2.18 2.67 2.31 I : f the f . ] 
n view oO e far more impor- 
United Kingdom: tant part which these fringe pay- ' 
ng gt ag 2.00 2.11 2.78 2.99 2.97 3.56 2.75 ments play in European than in ( 
Cost per hour worked 227 2.37 3.08 3.27 329 426 3.10 ns agp ngs it . 1S — | 
while to brea em down into 
a. eo" i lak ial tata id their main components, as is done | 
verage hourly earnings 5 le A 94 .83 “ ld ; ‘ ic y , 
Basic wage per hour 0.63 0.67 0.75 078 073 079 072 re — I. Le — Bey ps | 
Cost per hour worked 1.23 1.34 1.57 164 1.29 1.63 1.54 ree i aa eure nt 0 th e 
———— —— — - en main items making up these 
‘One Swiss Franc — 23 U.S. cents. costs are compulsory social secu- 
— rity payments. Again, the only 
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exception to this is Britain for the same reason as 
mentioned above. The second most important item 
‘onsists of Hours Paid for but Not Worked, indi- 
‘ating the great importance of legal holidays, vaca- 
tions and sick leave in Europe, compared to the 
United States where such matters are either decided 
unilaterally by the employer or by labor and man- 
agement as part of the normal collective bargaining 
process. 

This points up another major difference between 
European and American labor costs. In the United 
States both direct wages and the bulk of fringe bene- 
fits are negotiated directly between employer and 
and employee, without intervention of the govern- 
ment, except on such basic matters as minimum 
wages, primary overtime, child labor, etc. In Con- 
tinental Europe, on the other hand, from 22 to 50 
percent of total labor costs are fixed by law and 
therefore not subject to negotiation. Furthermore, 
most labor unions in Europe negotiate on a nation- 
wide and industry-wide basis with an employers’ 
group which usually represents the entire industry. 
Thus, the individual employer in Europe has far less 
influence over the labor cost element in his total cost 
structure than does his American counterpart. 


Contrast in Total Labor Costs 


What the total labor charges amount to, in com- 
parable currency figures, is shown in Table II and 
the accompanying chart 2 which compare wages and 
other labor costs in six representative industries in 
nine European countries. According to these figures, 
Austria, Yugoslavia and Greece are Europe’s low 
labor cost countries while France, Belgium and 
Britain are characterized by high labor-costs. Of 
special interest is the position of Germany, Europe’s 
major industrial country. With the exception of steel, 
its labor costs are in each case lower than those of 
Britain, Belgium and France, its main competitors. 
This is doubtlessly one of the prime reasons for 
Germany’s outstanding success in expanding its 
trade. As far as France—the sick man of Europe, 
economically speaking—is concerned, a dominating 
reason for its inability to compete freely in the 
European market lies in the extremely high cost of 
its social burden. French wages are actually less 
high than those of either Britain or Belgium and 
only slightly higher than those of Germany. But if 
the employer’s compulsory contributions to the vari- 
ous social programs are added, France becomes 
Europe’s highest labor cost country. 

The European Common Market has as one of its 
stated aims the equalization of social costs through- 
out its six-member area. It is also on record as en- 
dorsing the free movement of labor between the 
six countries. If these aims are to be realized it is 
more likely to result in an increase in labor costs 
in the Community’s low cost countries, namely Ger- 
many and Italy, than in a decrease in the high cost 
countries, France, Belgium and Britain. Yet, such a 
development would not necessarily make France 
more or Germany less competitive than it is now. 
For labor costs represent only the employer’s con- 
tribution to the process of production. Equally im- 
portant is the worker’s contribution in terms of 
output, or productivity. Whether one wishes to deter- 
mine where to locate a foreign plant or what the 
real production costs of a foreign competitor are, 
labor productivity is (Please turn to page 115) 
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CHART 1. WAGES AS PERCENTAGE OF TOTAL LABOUR COST PER HOUR 
WORKED, SELECTED MANUFACTURING INDUSTRIES, 1955 
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CHART 2. LABOUR COST PER HOUR WORKED IN SELECTED 
MANUFACTURING INDUSTRIES, 1955 
Cost Per Hour Worked (in Swiss francs) Cost Per Hour Worked (in Swiss francs) 
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A Contrast in Performance 


e OLIN MATHIESON CHEMICAL CORP. 
e GENERAL TIRE AND RUBBER CO. 


BY JOHN LESLIE 





BOUT a year ago we published a comparison of and growing chemical business. 

Olin Mathieson Chemical Corporation with The Both companies have grown rapidly, largely 
General Tire & Rubber Company under the heading through acquisitions and mergers, and now enjoy 
“Contrasts in Corporate Diversification.” That study, volumes several times those of the early postwar 
which dealt extensively with the way the two com- years. Olin Mathieson is the larger of the two, with 
panies had branched out in the search for additional 1957 volume about 40% more than that of General 
earning power, concluded that General Tire had won Tire, whose figures do not include sales of its wholly- 
what was then the latest lap in what we described owned broadcasting-television-entertainment subsid- 
as “the diversification race.” iary, RKO Teleradio Pictures, Inc. Neither company 

Olin Mathieson’s earnings per share had increased consolidates operations outside the United States 
about 10% between 1954, the year in which the except for Canadian subsidiaries. 
enterprise took its present form, and 1956, the latest Both General Tire and Olin Mathieson are inter- 
year for which figures were then available. The ested in fuels and motors for rockets and missiles. 
common stock of the company stood at about the Olin Mathieson is a producer of high-energy fuels 
same level as when the merger of Olin Industries based on boron; owns about half of the stock of 
with Mathieson Chemical was consummated in Reaction Motors, a pioneer in the field of propellants 
August 1954. General Tire, on the other hand, had for rocket engines and rocket engines themselves ; 
lifted its earnings per share almost 70% in the same and has about a fourth interest in Marquardt Air- 
two years, and its stock was selling for almost twice craft, maker of ramjet engines for missiles. General 
as much as in August 1954. Tire owns almost 88% of the stock of Aerojet- 

The thirteen months that have intervened since General, an important producer of liquid and solid 
our previous article have provided a further record propellants and rocket motors. 


which again invites comparison. Accordingly, this Both companies are interested in plastics. General 
study will deal with the differences in performances’ Tire is one of the largest producers of plastic sheet 
of the two companies in the last vear. and viny] film used in bookbinding, footwear, furni- 


For those readers who have joined us since March ture covers, rainwear, luggage, flooring, automobile 
1957, or who may not be familiar with General Tire seat covers, and similar applications. General also 
or Olin Mathieson or both, a few basic facts on the makes molded and extruded plastic materials such as 
businesses of the two companies are probably in foam, for insulation and cushioning and parts for 
order. Although Olin Mathieson is the fifth largest automobiles and household appliances. Olin Mathie- 
chemical producer and General Tire is the fifth son manufactures cellophane used for wrapping 
largest tire and rubber company, the two organiza- cigarettes and making plastic bags; also polyethyl- 
tions have many points of similarity. For one thing, ene film used chiefly by the chemical industry, textile 
General Tire, like all rubber companies, has a large and food manufacturers, vegetable growers, and 


80 THE MAGAZINE OF WALL STREET 











o 


. 


wh 


rn > 


a a ee ee ee ew 














— = ie OO 


— 








others, tor packaging. 





























































































































































GENERAL TIRE & RUBBER ee 

Both General Tire and Olin -{- —— = | =] ! : 
Mathieson have diversified into Tires, plastics, rockets, radio & TV | =e 
some lines which seem remote | tie ines — + 
from their principal businesses. 11929 - 1935 — —{- - 
General Tire, for example, owns |——Long Term Debt: wap geen 500 -—:s = = t 
all the stock of RKO Teleradio | Legge Fy end 107458 ; oo oe et - 
Pictures, Inc., which operates | Shs. $5.00 Pref: m8, oS - 100 par — eas 
radio and television broadcast- | _ — 4,682,996 -$.83% par —— se = — . 
ing stations and networks and Fiscal Year: Nov. 30——} _—— a 
finances the production of motion | | — }—— t 
picture films. General is also the t t — | i a 
only producer of wrought iron | | | | ; i a 
pipe in the country. Olin Mathie- ———s — it th — 20 
son makes, in addition to indus- 4 ; it | tin — 
trial chemicals and rocket pro- NY Secalliedondhcscieamiemnceal 15 
pellants, drugs and pharmaceu- | ¥ “tat —-t- +} 
ticals, papers of many kinds, —— — a a = 10 
lumber, fabricated metals, plant inal He i i t =i 
foods, pesticide ingredients, arms, MH, Bs "_}rHOUSANDS OF SHARBE’—} Hat 
ammunition and explosives, and is a eT eee | } T H aie 
now constructing facilities to pro- —— — ii jt HE 
duce primary aluminum. 1947 | 1948 | 1949 | 1950 | 1951 | 1952_| 1953 | 1954 | 1955 | 1956 _| 1957 

Finally, both companies are 1.2} 1.224 | 2.3).| 1.06 | MeL ail el all me Cae 
heavily capitalized. General Tire, 24.4 135.4 Tr 3g.8 | 33.0 | 38.1 | 44.7 | aa.9 | 52.4 167.2 | 79.4 log Ge 
in spite of a program aimed at ° Plus Steer ————— 








simplifying its capital structure, 

still has no less than five different issues of preferred 
stock and ten different issues of debt. Funded debt 
constitutes about 38% of its total capitalization, 
preferred stock 13°, and common stock about 49% 

Olin Mathieson, after last month’s financing which 
involved the sale of $40.0 million of 514% con- 
vertible debentures and retirement of its 414% pre- 
ferred stock and two issues of debentures whose 
indentures contained restrictive provisions, has no 
preferred outstanding, but has five different debt 
issues. Funded debt constitutes 46% of total capi- 
talization, with common stock about 54% 

Both Olin Mathieson and General Tire continue to 
expand through acquisitions and additions to exist- 
ing facilities. During 1957 Olin acquired Southern 
Electrical Corporation of Chat- 
tanooga, Tenn., manufacturer of 


tion of its kind to be built since World War II.” 
Capital expenditures for both companies last year 
were substantially in excess of depreciation charges, 
which totaled $10.5 million for General Tire and 
$25.6 million for Olin Mathieson. 


Differences in Earnings—Market Action—Dividends 


Differences between the two companies begin to 
appear when we examine the results of operations 
for 1957. Sales of Olin Mathieson were slightly (less 
than 1%) lower than in 1956. Management attri- 
buted the decline to lower prices for copper and zinc, 
sale of the former Lentheric division, and reduced 
business in explosives, (Please turn to page 106) 








aluminum wire and cable; and 
General Tire added Castle Rubber 
Company of Butler, Pa., producer 
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of large mechanical rolls and } 
wrapped mechanical goods. Olin 
Mathieson had total capital ex- { 
penditures of more than $77.0 
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million last year, including com- | 
pletion of five major plant con- | 
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struction projects. It is starting 
work on nine other projects. The 
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primary aluminum venture al- 
ready mentioned, however, is 
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being carried out through Ormet 
Corporation which Olin Mathie- 





son owns and finances jointly 
with Revere Copper and Brass. 
General Tire’s capital expendi- 
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made public but were apparently 
in the neighborhood of $20.0 mil- + 
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° 2 ° LIT pere rieveierss ib = that Ll mary 4 
lion, largely for a synthetic rub- 1947 | 1948 | 1949 | 1950 | 1951 | 1952 | 1953 | 1954 | 1955 | 1956 | 1957_| 1956 s 

» facility sss as 1.67 | 2.81 | 2.57 | 3.32 | 3.56 | 3.44 | 2.77 | 3.11 | 3.36 | 3.38 | 2.70 | an 
ord fa ig at ape oe — ’ g1 | .87 | 1.06 | 1.50 | 1.70 | 2.00 | 2.00 |*2.00 | 2.001] 2.00 | 2.60 om | 
whic e company claims is “the 4 | 5.2 | 16.5 | 17.4 | 30.1 | 77.1 | 83.1 |174.7 | 193.6 [182.7 | 251.8 we op gus 
first completely-integrated opera- * Plus Stock 
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MAJOR STUDY of the OILS 
Global and Domestic 


Nos. 3-4-5 
of Our Special Studies 


of Major Industries 


— with our famous side-by-side analysis and breakdown 


of 1957 balance sheets and first quarter reports of leading companies 


NO. 3— BY EDWIN A. BARNES 


Bip months ago the patterns of petroleum pro- 
duction and consumption were leading to an 
industry crisis. The adverse conditions now have 
changed materially for the better. The abrupt turn- 
about may be attributed to the temporary benefits 
of the severe weather in February (sales of heating 
oil zoomed more than gasoline sales dipped) ; to the 
recent unprecedented restraints on new supply; and 
to a level of demand about comparable to last year’s. 
Barring a further serious deepening of the recession 
in the general economy, the petroleum industry 
appears well-positioned to gradually restore a good 
measure of its former level of earning power. While 
the near-term may see numerous further adjust- 
ments, a firm basis exists for believing a period of 
—— followed by improvement, may be at 
hand. 

The current sharply curtailed rate of U.S. crude 
oil production of 6.3 million barrels daily is off 20% 
from last year. This reduced level of activity is 
highlighted by the record low 8-day allowables in 


32 


Texas, an austere 50% of the rate permitted last 
year. Imports also are in a downward trend, normal 
for this time of year. Lower import quotas may fur- 
ther reduce new supply. 

New “voluntary” import quotas, effective Apri! 
lst for six months, were established at the end of 
March. The new level of crude oil imports repre- 
sents an 8% cut to 713,000 barrels for the area 
east of the Rockies. Imports for the four weeks 
ended March 21st totaled 814,000 barrels daily. The 
new quotas also allotted a somewhat lower level to 
existing importers to make room for newcomers. 
For the area west of the Rockies, estimates show 
imports have been averaging 143,000 barrels daily 
against a recommended level of 220,000 barrels daily. 
The new quota order did not mention the West Coast. 
As a result of curtailed production and imports, new 
supply is being held to a level of approximately 1.3 
million barrels daily below the current rate of con- 
sumption of 10.3 million barrels daily. 

Demand for petroleum products for the current 
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Comparative Earnings and Dividend Records of Leading Oil Companies 
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———Earnings Per Share— ————— Dividends Per Share ———— Recent Div. 
1955 1956 1957 1955 1956 1957 Price Yield 1957-1958 
Amerada Petroleum $4.02 $4.20 $4.65° $1.75 $2.00 $2.00 92 2.1% 147'2- 81 
Anderson-Pritchard Oil! 3.05 3.41 2.93 1.00 1.15 1.20 25 4.8 43%s- 22 
Atlantic Refining 4.25 5.11 3.82 2.00 2.00 2.00 36 5.5 57%- 34 
Cities Service 4.88 6.03 5.63 2.00 2.40! 2.40! 50 4.8 71 - 44% 
Continental Oil 2.38 2.65 2.38 1.42 1.52 1.60 48 3.3 70%4- 3852 
Cosden Petroleum 1.71 2.12 2.34 62 81! 1.00 17 5.8 25 - 15 
Creole Petroleum 3.78 4.34 5.15” 2.50 3.75 4.00 70 5.7 96 - 58% 
Getty Oil 78 51 1.20” = > = 26 39\s- 1738 
Gulf Oil 8.19 9.54 11.38 2.25! 2.50! 2.50! 107 2.3 152 -101 
Humble Oil & Refining 2.44 2.49 2.45 1.15 1.20 1.40° 53 2.6 66 - 41'2 
Imperial Oil Ltd. 2.08 2.20 2.29 95 1.20 1.20 40 3.0 63 - 36% 
Ohio Oil 3.14 3.14 3.16 1.55 1.60 1.60 33 49 44s- 2812 
Phillips Petroleum 2.78 2.77 2.80 1.50 1.70 1.70 38 4.4 53\4- 35% 
Plymouth Oil 2.83 3.22 2.40 1.60! 1.60! 1.60! 23 6.9 38 - 21% 
Pure Oil 4.05 4.26 4.13 1.51 1.60 1.60 33 4.9 48%- 29 
Richfield Oil 7.40 6.64 7.04 3.50 3.50 3.50 62 5.6 80 - 55 
Royal Dutch Petroleum 4.42 4.97 6.00" 1.05 1.05 1.70 40 4.2 6032- 3714 
Shell Oil 4.14 4.49 4.46 2.00 2.00- 2.00 70 2.9 93 - 58 
Sinclair Oil 5.68 6.17 5.18 2.70 3.00 3.00 51 5.8 68'2- 4512 
Skelly Oil 5.61 5.93 6.40 1.80 1.80 1.80 58 3.1 8034- 48 
Socony-Mobil Oil 4.76 5.70 4.62 2.50 2.50! 2.50 49 5.1 65%- 4412 
Standard Oil of Calif. 3.66 4.24 4.56 1.50! 1.80 2.00° 46 4.3 597%2- 43\4 
Standard Oil of Indiana 4.75 4.22 4.24 1.404 1.40 1.404 41 3.5 62'4- 3512 
Standard Oil of N. J. 3.61 4.11 4.05” 1.75 2.10 2.25 51 4.4 68'2- 4712 
Standard Oil of Ohio 4.61 5.35 4.79 2.49 2.47! 2.50 47 5.4 62'%4- 40'2 
Sun Oil 4.72 5.22 4.17 1.00 1.00! 1.00! 64 1.5 82 - 60 
Sunray-Mid Continent Oil 2.27 2.41 3.04 1.20 1.20! 1.32° 23 S77 29'2- 20 
Texas Company 4.79 5.51 5.94 2.12 2.35 2.35! 63 3.7 76\2- 54% 
Texas Gulf Producing 1.72 1.46 1.70 71 .60! .60! 28 2.1 49\2- 225% 
Texas Pacific Coal & Oil 2.22 2.01 2.01 .90 1.00 1.00 33 3.0 4032- 2472 
Tidewater Oil Co. 3.03 2.98 2.54 = = = 22 42\4- 193% 
Union Oil 4.12 4.45 4.95 2.40 2.40! 2.40 45 5.2 64'2- 40 
1—Plus stock. ‘—Plus S.0.N.J. stock. RATINGS: 
~—Paid 5% in stock. ”—Estimated. A—Best Grade. 1—Improving earning trend. 
%—Latest 1957 rate. B—Good Grade. 2—Sustained earning trend. 
C—Speculative. 3—Lower earning trend. 
D—Unattractive. 
Amerada Petroleum: The import restriction plan likely to result in higher to increase crude oil reserves. An important West Coast marketer, company 
state allowables. Dividends will probably hold at $.50 quarterly. (A2 is good holding for income. 
Anderson Pritchard: Profit margins are showing impact of depressed Royal Dutch Petroleum: Earnings are expected to hold around recent high 
product prices. Some improvement may be possible in later quarters levels in forepart of 1958. Issue considered a sound growth commit- 
Dividend appears secure. (B3) ment. (A2) 
Atlantic Refining: Crude position showing improvement. Sharp impairment Shell Oil: Ranks among highest quality companies in oil group. Company 
of earnings reflects unfavorable profit margins on East Coast and greater has had outstanding success in developing low cost domestic crude oil 
charges from increased exploratory activities. (B3) reserves and petrochemical activities. (A2 
Cities Service: This issue offers good growth potential. Current price reflects Sinclair Oil: One of industry’s leading marketers, company’s major efforts 
problems of petroleum industry. (B3) = become self-sufficient in crude production are meeting with success 
Continental Oil: Company adding substantially to offshore reserves. Foreign nue rapid recovery following improvement of refined prod 
operations indicate broader base. Earnings in 1958 may improve contrary 
to industry trend. (Al) a, oe  pooteer on balance, Skelly’s well-known integrated opera 
Cosden Petroleum: Spreads continue severely depressed between operating ae eee 4 ected favorable long-term growth. : 3 , 
costs and product results. Profits likely to fall to around $2 per share for Secony Mobil: Ranks as the fourth largest international oil company. Sound 
fiscal year ending April 30. (C3) holding for income and long-term growth. (A3 
Creole Petroleum: One of Jersey's major subsidiaries, Creole is adding Standard Oil (California): Relatively poor industry outlook on West Coast 
substantially to Venezuelan capacity, but has curtailed output. (A3) and disruption of operations in Indonesia have unfavorable near-term 
, implications. Longer-term outlook favorable. Plan new financing. (A3 
Getty Oil: Company owns substantial assets including an interest in Middle i . —_ 
East properties and equity interests in Skelly Oil and Tidewater. (C3 Standard Oil (Indiana): International improvements and relatively better 
. a ss . operating conditions in the Mid-Continent area indicate company may 
»Gulf Oil: Has one of better positions in Middle East, as well as largest begin to realize potential of huge assets. (A3) 
reserves. Rapidly growing, domestic operations augur well for continued : 
above-average earnings growth. (Al) Standard Oil (New Jersey): The world’s leading petroleum organization. 
ce : ; ' Company is broadly diversified and relies less on Mid-East than other 
Humble Oil: One of country’s largest producers, is another important part international companies. However, currently curtailed domestic and Vene- 
of the Standard of Jersey organization. Sharply decreased allowables in zuelan operations are adverse. (A3) 
Texas, location of bulk of reserves, especially adverse near-term devel- 
opment. (A3) Standard Oil (Ohio): Is the leading petroleum marketer in its area. New 
: , a y plant and petrochemical activities improve outlook. (B2 
Imperial Oil: Another Jersey subsidiary, Imperial is the leading oi! enter- 
prise in Canada. A large exploration, refining and marketing expansion Sun Oil: Increased aggressiveness in marketing and entrance into foreign 
program assures position of leadership. (A2) exploration may improve growth potential (B3) 
Ohio Oil: With crude oil production more than double refinery require- Sunray-Mid Continent: Company is highly integrated mid-continent organi 
ments, earnings tend to be relatively stable during current period of weak zation. Good holding for income. (B3) 
product prices. More aggressive foreign exploration and substantial domes- - i . : 
tic assets offer promising long-term potentials. (B3) Texas Company: One of the outstanding international oils, Texas has above- 
average record and growth potential. (A2) 
Phillips Petroleum: Broadly diversified, having important interest in petro- 7 P 
chemicals and natural gas, company appears assured of long-term Texas Gulf Producing: Future prospects of company rely heavily on success 
growth. (A2) ful exploration in Libya. (C3) 
Plymouth Oil: Performance has not kept pace with the rest of the industry. Texas Pacific Coal & Oil: Company 30% owned by Sinclair Oil. Operations 
Future of company hinges largely on exploratory efforts. (D3) are conservative and finances strong. (B3) 
Pure Oil: Holds large natural gas and crude oil reserves. Foreign explora- Tidewater Oil: Despite exceeding import quotas, inability to carry out 
tory program and better control of domestic operations indicate improving plans to supply expensive new refinery in Delaware with foreign crude 
stature. (B3) restrains earnings potential (C3) 
Richfield Oil: Triple exploratory play in Alaska, Venezuela and Dhofar Union Oil: West Coast organization. Growth has been hampered by unsuc- 
offers excellent potential for overcoming historically unsuccessful efforts cessful effort to bolster crude oil production. (B3) \ 
—— a es ecm ee —_ —_ 4 
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Comprehensive Statistics Comparinghe Post 
Cities - 
Figures are in million dollars Atlantic Service Continental Gulf Ohio Phillips Pure Richfield 
except where otherwise stated. Refining Company Oil Oil Oil Petroleum Oil Oil 
es Psa . : = Ys 
CAPITALIZATION: 
Long-Term Debt (Stated Value) $ 182.0 $ 480.1° $ 151.7 $ 299.5 $ 332.7 $ 90.4 $ 99.0 $ 
Preferred Stock (Stated Value) $ 35.2 
No. of Common Shares Outstanding (000) 8,986 10,518 19,627 31,130 13,126 34,350 8,602 4,000 3 
| Capitalization $ 307.0 $ 5853 $ 2498  $1,0777 $ 987 $ 5040 $ 1335 $ 173.7 $ | 
Total Surplus $ 3583 $ 5107 $ 2718 $1,4120 $ 2572 $ 8085 $ 3213 $ 1486 $ 
INCOME ACCOUNT: Fiscal Year Ended 12/31/57 12/31/57 12/31/57. 12/31/57_—-12/31/57 12/31/57 12/31/57 12/31/57 12 
Net Sales $ 565.9  $1,0463 $ 6088 $2,730.00 $ 288.7 $1,131.7 $ 5087 $ 255.3 $1, 
Depletion, Amortization, etc. $ 8061 $ 2.4 $ 24.5 $ 24.3 $ 28.11 $ 26.1! $ 
Depreciation, Retirements, etc. $ 51.6! $ 25.8 $ 252.2! $ 789 7 
Intangibles, Devl. Costs, Losses on 
Leases, Drilling Costs, etc. $ 58.5 $ 25.1 $ 20.3 $ 8.4 $ 
Total Income Taxes $ 1.8 S 27s $ 4.7 $ 133.4 $ 12.3 $ 36.4 $ 6.8 S$ 8.0 $ 
Interest Charges $ 5.9 $ 22.0 $ 4.5 $ 9.9 $ 12.9 $ 3.2 $ 3.2 $ 
Balances for Common $ 34.3 $ 59.1 $ 46.7 $ 354.2 $ 41.4 $ 96.2 5 3s $ 28.1 $ 
Operating Margin 4.1% 8.1% 8.3% 17.0% 17.4% 12.4% 8.4% 15.0% 
Net Profit Margin 6.3% 5.6% 7.6% 13.0% 14.3% 8.5% 6.9% 11.0% 
Percent Earned on Invested Capital 7.3% 9.6% 12.6% 16.1% 11.7% 9.8% 9.7% 12.6% 
Earned Per Common Share* $ 3.82 $ 563 $ 2.38 $ 11.38 $ 3.16 $ 280 $ 4.13 $ 7.04 $ 
BALANCE SHEET: Fiscal Year Ended 12/31/57 12/31/57 -12/31/57.—-12/31/57 12/31/57) 12/31/57 12/31/57 12/31/57 12 
Cash and Marketable Securities $ 256 $ 2218 $ 398 $2013 $ 390 $ 890 $ 47 $ 21.1 $ 
Inventories, Net $ 56.7 $ 130.0 S Sis $ 270.9 $ 37.1 $ 119.1 $ 52.3 $ 44.0 $ 
Receivables, Net $ 59.4 $ 84.9 $ 69.1 $ 380.9 $ 26.5 $ 129.5 $ 55.1 $ 42.7 $ 
Current Assets $ 1677 $ 4737 $ 1773 $ 960.1 $ 102.7 $ 3697 $ 1737 $ 118.4 $ 
Current Liabilities $ 65.4 $ 128.9 $ 73.0 $ 510.0 $ 37.8 $ 158.2 $ 55.4 $ 35.7 $ 
Working Capital $ 1023 $ 3448 $ 1043 $ 4501 $ 649 $ 2115 $ 1183 $ 827 8 
Fixed Assets, Net $ 5445 $ 7606 $ 323.4 $1,9542 $ 2702 $1,1016 $ 3345 $ 223.8 $ 
Total Assets $ 751.3 $1,279.1 $ 6035  $3,2405 $ 3938 $1,5196  $ 5229 $ 358.0 $1 
Cash Assets Per Share $ 2.85 $ 2109 $ 2.03 $ 6.46 § 2.98 $ 2.58 $ 5.43 $ 5.28 $ 
Current Ratio (C. A. to C. L.) 2.5 3.7 2.4 19 2.7 2.3 3.1 3.3 
Inventories as Percent of Sales 10.2% 12.4% 8.4% 9.9% 12.8% 10.5% 10.2% 17.2% 
Inventories as % of Current Assets 33.8% 27.4% 28.8% 28.2% 36.1% 30.3% 30.0% 37.2% 
] 
*—Data on dividend, current price of stock and yields '—Inecludes deprec., depletion, amort., & retirements. = 
in supplementary table on preceding page. 
year to date, contracyclically to trends of general which began last fall, continued to be exerted on gi 
industry, shows signs of improvement over last year. the prices of refined products. This in turn, finally, Sl 
While exports have been 64% below last year (not depressed profit-margins to a point where crude oil he 
being inflated by emergency shipments to Europe prices were put in jeopardy. So far, about 10% of is 
early in 1957), they account for only 3° of total crude oil production is affected by small downward fi 
demand. On the other hand, domestic demand, so far, price adjustments. However, little further weakness is 
is actually 0.7% ahead of the comparable 1957 is anticipated. e) 
yeriod. This modest i ‘OV is considerably 3 : : : ; le 
aie oP — aes eo yh ve a The industry is perennially censured for getting 
2a > ré € 2 ‘4 ** Ste s Ss ve q . a Pet = - 
emilee ps oct ce ‘th, . " tivit will hi ld ©. itself into an over-supply position. Few recognize ti 
smprove A pack. pg an te oe : a reel ‘While that refinery scheduling must take into account a oe 
> as Was "as "mer recessions. > ; i 
cy ethos Rey le ata 05% 1 aa a a i. level of demand based on normally cold winter ti 
es ~- napeaion Z Sailiiat soem di tillat ¢ a uO eather combined with favorable driving conditions. . 
aoe ind is 6.6% hi ae Pe ag iod ee e vm “ If this were not done, periods of extreme cold could ve 
aor atta oe we Bie fuel a vals et  o cause too rapid a draw-down of fuel oil stocks. With ‘ 
ea a ar els eel utiliti oage m re ca tae Dhaa subnormal working stocks in the hands of distribu- a 
aienh. Are . ioe Oe 2 © arco the LF a ae tors, consumers would suffer acute hardship due to a te 
ae ails temmaae on earnings is eoisheely legs lack of ready supplies. Unfortunately, while the 
roa sana chem ‘ine hi yoy en bey ser veal oe industry usually can count on severe cold during 
ae : teenie Ary id ee fhe fact pence a at some part of the heating season, the timing and 
> -S "Oe ‘ ae ‘ gee Ss e . . . > . . 
edagh eet, « ee eae See wee eee oe eee duration is obviously indefinite. This year the ex- 
for 16% of total demand versus 33% for gasoline . : “7 -1* 
and 82% for the lighter-end fuel oils, during this pected cold period did not arrive until about three- 
0G /< - 118, s > . * 
part of the year & fourths of the heating season had passed. The two t 
r. awe . 3 . 
- N wre : A ' — ’ weeks of frigid temperatures in February, therefore, q 
I atura gas ———— this year is up 7%. This came at a time when most observers had largely i 
tall 8 a 2 ea ge been ———— for cur- abandoned all hope for the industry being able to ‘ 
barney c e apis of aig ape fue n However, extricate itself from a nearly untenable supply posi- ¢ 
oth fuels are produced by the same industry. tion. However, the severe weather resulted in an t 
extremely rapid movement of products and a near i 
Products Still in Over-Supply elimination of excessive fuel oil supplies, excepting i 
still burdensome amounts on the West Coast. I 
Inventories, at the beginning of 1958, amounted As the heating season draws to an end in March 
to serious proportions. As a result, heavy pressure, of each year, it is over-lapped by rising demand for l 
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2aringge Position of Leading Oil Companies 
=< = - 2 
Standard Standard Standard Sunray Tidewater 
Shell Sinclair Skelly Oil of Oil of Oil of Sun Mid-Cont. Texas Oil Union 
Oil Oil Oil Calif. Indiana Ohio Oil Oil Company Co. Oil 
= : 
$ 166.0 $ 340.5 $ 56 $ 82.22 $ 2716 $ 63.0 $ 47.3 $ 55.9 $ 306.7 $ 2455  $ 187.0 
$ 20.4 $ 72.6 $ 62.3 
30,286 15,565 5,746 63,224 35,769 4,827 11,397 17,353 55,937 12,594 7,716 
$ 393.2 $ 418.3 $ 149.3 $ 477.4 $1,165.8 $ 131.6 $ 494.5 $ 146.0 $1,715.6 $ 4345  $ 379.9 
$ 750.4 $ 884.5 $ 181.5 $1,463.7 $1,118.0 $ 188.9 $ 85.7 $ 332.8 $ 619.4 $ 262.7. $ 217.4 
12/31/57. 12/31/57. --12/31/57. 12/31/57 ~—s-12/31/57-:12/31/57.—s-12/31/57—s- 12/31/57 ~—- 12/31/57 ~—-12/31/57 12/31/57 | 
$1,764.6 $1,251.0 $ 2€3.1 $1,650.8 $2,010.1 $ 419.0 $ 771.6 $ 358.2 $2,344.1 $ 596.2 $ 426.1 
$ 23.5 $ 595 $ 47 $ 15.0 $ 216.1! $ 55.8! 
$ 108.6 $ 84.0! $ 33.5! $ 143.91 $ 104.1 $ 15.2 $ 53.71 $ 142 $ 44.71 | 
$ 95.7 $ 249 . $ 39.9 $ 149 $ 45.4 $ 71 $ 202 | 
$ 33.0 $ 21.0 $ 97 $ 40.1 $ 63 $ 86 $ 79 $ 21.4 $ 83.9 $(er)29 $ #18 | 
$ 65.4 $ 13.6 $ “a $ 2.0 $ 94 $ 19 .. a7 say $ 12.5 $ 89 $ 57 | 
$ 135.0 $ 79.3 $ 36.7 $ 288.2 $1515 $ 28: $ 47.4 $ 53.5 $ 332.3 $ 319 $ 382 | 
9.3% 7.9% 16.9% 14.6% 8.6% 7.1% 6.4% 19.1% 14.1% 6.3% 9.8% | 
7.6% 6.3% 13.9% 17.7% 7.5% 5.7% 6.1% 15.9% 14.1% 5.8% 8.9% 
13.8% 8.2% 11.3% 15.5% 7.5% 9.2% 8.9% 13.5% 16.4% 7.7% 9.2% 
Ss 206 $ S36 $ 646 S$ 42 S$ at ¢ O90 S$ 417 ¢ 3200 06USflUC«<C SO UCU lc Sl 
12/31/57. 12/31/57. —s- 12/31/57. 12/31/57.—s-12/31/57. 12/31/57) —s-12/31/57) 12/31/57. —-:12/31/57~—:12/31/57 12/31/57 
$ 118.0 $ 185.6 $ 43.5 $ 97.3 $ 169.4 $ 21.1 $ 42.4 $ 68.6 $ 229.8 $ 294 $ 97.1 
$ 192.8 $ 124.8 $ 18.2 $ 161.9 $ 2135 $ 44.4 $ 72.4 $ 51.8 $ 322.9 $ 573 $ 55.3 
$ 168.3 $ 113.2 $ 23.8 $ 228.5 $ 2268 $ 48.7 $ 57.0 $ 27.5 $ 279.6 $ 64.1 $ 65.9 
$ 534.6 $ 453.8 $ 99.0 $ 581.6 $ 663.5  $ 123.7 $ 204.0 $ 148.0 $ 884.0 $ 180.4 $ 2289 
$ 240.8 $ 150.8 $ 33.3 $ 284.4 $ 2493 $ 65.6 $ 75.9 $ 59.1 $ 288.3 $ 102.2 $ 67.7 
$ 293.8 $ 303.0 $ 65.7 $ 297.2 $ 4142 $ 58.1 $ 128.1 $ 88.9 $ 595.7 $ 7822 $ 1612 
$ 769.3 $ 918.1 $ 261.0 $1,537.5 $1,791.5 $ 252.5 $ 435.5 $ 381.9 $1,590.0 $ 552.9 $ 429.5 
$1,384.5 $1,480.6 $ 367.0 $2,246.2 $2,535.0 $ 386.3 $ 653.2 $ 537.8 $2,729.0 $ 797.4 $ 673.2 
S 800 $ wee $ 57 $$ 158 +$ 473 $ 40 6USC«CA $ 395 $ 411 $ 2.33 $ 12.58 
2.2 3.0 3.0 2.0 2.6 1.9 2.7 2.5 3.0 1.7 3.3 
10.9% 9.9% 6.9% 9.8% 10.6% 11.7% 9.4% 14.4% 13.8% 9.6% 12.9% 
36.1% 27.5% 18.3% 27.8% 32.2% 35.9% 35.4% 35.0% 36.5% 31.7% 24.1% 
. 
~—Includes subsidiaries. 
gasoline. Therefore, the favorable restraint on new Earnings per share 
supply, if continued, indicates an approach to a mene 
healthy balance during spring operations. The stage British Petroleum $ 1.40 est. $1.45 3.5 
is set, moreover, for a substantial recovery of re- Gulf Oil 10.60 9.54 11.1 
. . . ~ 6c ” : > ove . 5.90 es G7 7 
finery profit-margins. Such “spread”, in some cases, vo “pe ont. gt 2 
, : . : ° . : Socony Mob 62 5.12 9.3 
is down to almost half of combined out-of-pocket Standard OF iCalifornia) 156 4.24 76 
expenses and writeoffs. With stocks at reasonable Standard Oil (New Jersey) 1.05 4.11 1.5 
levels and producing operations curtailed, crude Texas Company 5.94 5.51 7.8 


‘ 








prices are likely to hold. If so, and if demand con- 
tinues to be favorable, product prices should have 
only one way to go—up. Timing is the main ques- 
tion. The months of May and June would appear to 
be the most probable months during which prices 
could be reinstated to more economic levels. The 
alternatives to failure to raise prices might be the 
elimination of many independents and serious injury 
to the majors. 


International Companies 


The year 1957, having been a year of sharp con- 
tracts, offers an ideal illustration of the investment 
quality of broadly diversified companies. The follow- 
ing table, showing the sustained level of 1957 earn- 
ings as compared with 1956 of the international 
companies, reflects an almost complete offset to cur- 
tailed Mid-East operations by accelerated operations 
in the U.S. and other Western Hemisphere countries 
in the beginning of the year and an offset to de- 
pressed profit-margins in the United States by the 
resurgence of Eastern Hemisphere demand in the 
latter part of the year. 
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The geographical distribution of 1956 earnings of 
these international oil companies was as follows: 


GEOGRAPHICAL DISTRIBUTION OIF 
GS 195¢ 


EARNIN 
Per Cent 
Other Total 

United West. West. East 

States Hemis. Hemis. Hemis Total 
Standard Oil (California) 55% 6% 61% 39% 100% 
Texas 51 14 65 35 100 
Socony Mobil 47 19 66 34 100 
Gulf Oil 40 21 61 39 100 
Standard Oil (New Jersey) 27 51 78 22 100 
Royal Dutch 19 34 53 47 100 


The outlook for the international companies for 
1958 is for above-average performance. While total 
demand growth in the United States this year is a 
debatable subject, and total consumption may show 
no change, increased petroleum demand in the bal- 
ance of the free world should at least approximate 
one-half of the 11% to 12% gains of recent years. 
Business abroad is reported to be holding up well, 
so far, despite the United States recession. French 
industrial production (Please turn to page 116) 
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ESPITE the profits slowdown that developed in 

the latter half of 1957, there appears to be no 
diminution in the chemical industry’s extraordinary 
growth. Sales, in the recession year of 1957 were 
$24.5 billion—a 7 per cent increase over 1956—and 
from the trends already established this year, 1958 
will probably show another 5 per cent rise. Also 
in 1957, total assets of all companies in the field 
rose to almost $20 billion, making chemicals the third 
largest among our domestic industries. 

True to the temper of the times, however, the 
picture was not all rosy. The merry-go-round of 
rising wages—rising costs—and stickier sales prices, 
cut into the profit margins for most companies, drop- 
ping the industry average to about 7.8 per cent of 
sales from 8.3 per cent a year ago. Nevertheless, at 
this level, the profitability of chemical companies is 
still better than the national average of 5.2 per cent 
for other manufacturing enterprises. 

This is a little surprising at first glance, since 
prices of chemical products have risen considerably 
less than manufactured goods in the past several 
years, while the chemical producers have been no 
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more immune to rising wage, transportation and 
other costs than other industries. On closer scrutiny, 
however, it becomes readily apparent that the con- 
sistent new product success of the chemical compa- 
nies, their heavy concentration on research, and the 
constant new investment in more efficient plant and 
equipment has paid off handsomely enough to keep 
most major stocks in the group well ensconced in 
the “growth” stock category. 


Research and Capital Expenditures 


Even today, in the midst of the most severe reces- 
sion of the post-war period there is little sign of any 
slowing down. Over $500 million is budgeted for 
research and development in 1958 on the assumption 
that its old formula of “never standing still’ is the 
best policy for the chemical field in both good times 
and bad. Of course, the “proof is in the pudding”, 
and here the chemical companies have had ample 
evidence of the value of a constant stream of new 
products. Last year, for example, demand for most 
industrial chemicals declined as much as 15 per cent, 
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Earnings Per Share- 





1955 1956 1957 
Air Reduction $3.21 $4.19 $4.31 
Allield Chemical & Dye 5.44 4.74 4.37 
American Agricultural Chemical 7.01 6.58 7.41 
American Cyanamid 2.04 2.11 2.42 
Atlas Powder 4.70 5.61 5.50 
Columbian Carbon 3.91 3.00 2.64 
Commercial Solvents 1.31 1.09 53 
Diamond Alkali 3.38 3.83 2.53 
Dow Chemical 1.64 2.52 2.25 
Du Pont 9.26 8.19 8.48 
Food Machinery & Chemical 4.53 4.72 4.40° 
Freeport Sulphur 4.96 5.35 5.19 
Hercules Powder 2.30 2.10 2.12 
Heyden Newport Chemical 1.09 1.07 1.08 
Hooker Electrochemical 1.73 1.75 1.34 
International Minerals & Chem. 2.55 2.14 3.12 
Jefferson Lake Sulphur 2.40 2.16 1.60% 
Koppers Co. . 4.92 5.01 3.86 
M to Chemical 1.99 1.80 1.68 
Nopco Chemical 3.05 3.15 3.25 
Olin Mathieson Chemical 3.36 3.38 2.67 
Pennsalt Chemicals 2.80 2.92 2.65° 
Pittsburgh Coke & Chemical 2.34 3.03 1.98 
Rohm & Haas 17.23 15.21 14.32 
Spencer Chemical 4.04 4.73 4.05 
Stauffer Chemical 3.99 3.97 3.71 
Tennessee Corp. 4.20 5.11 4.10 
Texas Gulf Sulphur 3.23 2.81 1.75 
Union Carbide 4.86 4.86 4.45 
United Carbon 4.66 5.04 5.22 
Victor Chemical 2.16 2.02 2.03 
Virginia-Carolina Chemical 2.28 .20 a 65 
‘__Deficit. 1—Plus stock. *—Estimated. 


~—Latest 1958 rate. 


Air Reduction: One of the principal producers of industrial gases, com- 
pany has improved its position through diversification and sound expansion. 
Slowdown in metal working industries may adversely affect 1958 earnings 
but stock is worth holding. (B2) 


Allied Chemical: An important producer of basic chemicals, Allied will 
probably show lower earnings because of reduced overall industrial 
activity. Long term picture has been strengthened by expanded research 
program. (A2) 


American Agricultural Chemical: Company performed well in 1957, and 
1958 should be another good year. However, the vagaries of the weather 
affecting agriculture make results uncertain in any year. (B1) 


Atlas Powder: A well situated producer of explosives, company should 
benefit from increased public works programs. A further earnings gain is 
in prospect this year. (B1) 


Columbian Carbon: Sales advance can be expected in 1958, but reduced 
margins and heavy expenses connected with company’s new oil venture 
should depress earnings further. (B3) 





c cial Solvents: Diversification program is now well under way, but 
heavy charges against earnings and high start up expenses of new facilities 
make earnings improvement doubtful. (C2) 


Diamond Alkali: Well entrenched producer of basic chemicals, the com- 
pany is caught in a tight cost-price squeeze. No earnings improvement 
expected. (B2) 





Food Machinery & Chemical: An aggressively expanding machinery and 
chemical company, Food Machinery should continue to improve its efficient 
operations and again report higher earnings. (B1) 


Freeport Sulphur: Diversified sulphur producer with better than average 
record. Operations should be satisfactory, but slight earnings decline still 
lies ahead. (B1) 


Hercules Powder: A major explosives manufacturer, company has virtually 
completed diversification and expansion program. With start-up expenses 
behind it, 1958 could be a more profitable year. (A2) 


Heyden-Newport Chemical: Company is now operating efficiently after 
merger in 1957. Naval stores volume should remain steady. Results in 1958 
should not vary much from last year. (C2) 





Hooker Electrochemical: Company is now well diversified, but overcapacity 
for chlorine, one of its basic products, anc! reduced margins in other lines 
should retard 1958 earnings. (B2) 


Jefferson Lake Sulphur: Third largest domestic sulphur producer, earnings 
are being adversely affected by lower sulphur prices. Diversification is 
fairly extensive in chemicals and petroleum, but earnings improvement is 
not in sight. (B2) 
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Comparative Earnings and Dividend Records of Leading Chemical Companies 


Dividends Per Share Recent Div. Price Range 


1955 1956 1957 Price Yield 1957-1958 
$1.50 $2.37'2 $2.50 54 4.6% 6534- 4552 
3.00- 3.00! 3.00 77 3.9 98%4- 6842 
4.50 4.50 4.50 71 6.3 71%2- 59 
1.25 1.37 1.60 45 3.5 48\4- 33 
2.30 2.40 2.40 64 3.7 79\2- 56 
2.30 2.40 2.40 36 6.6 4812- 30% 
1.00 1.00 .50- W 4.5 19l2- 9% 
1.50 1.50! 1.80! 32 5.6 5734- 29% 
1.00- 1.10! 1.20! 56 2.1 68\4- 49 
7.00 6.50 6.50 176 3.6 206 -160% 
2.00 2.00 2.00 56 3.5 65\%4- 4234 
2.62 3.00 3.00 83 3.6 123 - 67% 
1.00 1.10 1.10 39 2.8 47"s- 35 
.50 .80 80 13 6.1 17V4- 10% 
95 1.00 1.00 26 3.8 3958- 22%2 
1.60 1.60 1.60 28 5.7 31%- 25% 
1.60 1.60 1.20- 25 4.8 4734- 18 
2.50 2.50 2.50 39 6.4 65'2- 33 
92! 1.00! 1.00! 32 3.1 4134- 30% 
1.75 2.05 2.00 33 6.0 39%2- 29 
2.00 2.00 2.00 37 5.4 6134- 37 
1.85 1.85 1.85 52 3.5 7034- 48'2 
1.25! 1.25! 1.25! 18 6.9 27%a- 15% 
1.60! 2.40! 2.00! 324 8 4232-285 
2.40 2.40 2.40 55 4.3 65 - 45% 
1.472 2.15! 1.80! 62 2.9 83\4- 545% 
1.80! 2.37! 2.45! 44 5.5 60'%4- 34 
2.00 2.00 1.00 18 5.5 33 - 14% 
3.00 3.15 3.60 89 4.0 124¥2- 86% 
1.85 2.00 2.00 48 4.1 71\4- 44 
1.45 1.40 1.40 58 2.4 33¥2- 23% 
18 25%2- 1234 
RATINGS: 
A—Best Grade. 1—Improving earning trend. 
B—Good Grade. 2—Sustained earning trend. 
C—Speculative. 3—Lower earning trend. 


D—Unattractive. 


Koppers Co.: A major manufacturer of coking ovens, most divers fication 
has been in coal derivative chemicals. Weakened price structure and slower 
demand for most lines may lead to additional earnings drop in 1958. (B3) 


Montsanto Chemical: Company's growth record has been od, but recent 
results have been disappointing. Earnings dropped further in the first 
quarter of 1958, indicating another lower earnings year. (A2) 


Nopco Chemical: Small but well entrenched, company enjoyed a good year 
in 1957. In the current year however, earnings growth will be hindered by 
weakness in some important lines. Nevertheless net should approximate 
last years. (B2) 


Olin Mathieson: Widely diversified, and active in important defense fields, 
earnings has retarded by heavy expenses incurred in expansion program. 
Poor outlook for aluminum and some of basic chemical lines indicates 
lower net again in 1958. (B3) 


Pennsalt Chemicals: An important industrial chemicals producer, good 
progress has been made in improving operating efficiency. With margins 
improving, results should equal those of 1957. (B2) 


} 


Pittsburgh Coke & Chemical: Diversification into chemicals has helped 
—-_ but weakness of pig iron and coke operations indicates lower 
net. (B3) 


Rohm & Haas: Well run, with an excellent growth record, company has 
been exceptionally successful with new products. Profit margin difficulties 
may hold net down again, but growth prospects are still good. (A2) 


Spencer Chemical: A polyethylene and ammonia producer, sales should 
recede moderately in the year ahead. Nevertheless company’s excellent 
low-operating cost record is a source of stability. (B2) 


Stauffer Chemical: Strong market for borox, and recent entrance into the 
high energy fuel field indicates continued good growth. In 1958, however 
weakened industrial market will retard earnings. (B2) 


Tennessee Corp.: A basic chemicals producer, mostly sulphuric oxide, com- 
pany’s record is good, but weakened profit margins will lead to a lower 


1958. (C2) 


United Carbon: An important carbon black producer, but major revenues 
now come from natural gas and products. Importance of synthetic rubber 
should keep earnings in line with 1957 results. (B2) 


Victor Chemical Works: Growth in the use of detergents has helped earnings 
of this company considerably. Efficient operating record should help Victor 
to sustain earnings this year. (B2) 





Virginia-Caroli Chemical: Poor recent record and absence of dividends 
makes stock unattractive. New management is reorganizing internal 
structure. (C2) 
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Comprehensive Statistics Compary Posi 

: Allied : 

Figures are in million dollars Air Chemical American Atlas Columbian Commercial Dow 

except where otherwise stated Reduction & Dye Cyanamid Powder Carbon Solvents Chemical Du 

a aa ‘ pte Se ee ee Fe a —_ = Oe. 

CAPITALIZATION: 

Long Term Debt (Stated Value) $ 44.7 $192.4 $ 92.7 $ 3.8 $ 11.2 $ 21.8 $159.7 

Preferred Stocks (Stated Value) $ 2.1 . 2 $ 

No. of Common Shares Outstanding (000) 3,796 9,922 21,224 753 1,612 2,741 24,772 4 

Capitalization $103.0 $397.7 $305.8 $ 18.9 $ 33.1 $ 28.5 $278.0 & 3 

Total Surplus $ 65.7 $242.2 $176.8 $ 22.0 $ 39.2 $ 31.9 $256.0 $1, 

INCOME ACCOUNT: 

Fiscal Year Ended 12/31/57 12/31/57 12/31/57 12/31/57 12/31/57 12/31/57 5/31/57 i2 

Net Sales $189.9 $683.0 $532.4 $ 69.9 $ 70.9 $ 65.9 $627.8 $1, 

Deprec., Depletion, Amort., etc. $ 10.2 $ 53.6 $ 32.1 $ 2.4 $ 9.6 $ 3.5 $ 80.8 $ 

Income Taxes $ 15.9 $ 31.1 $ 51.0 $ 3.7 $ 32 $ 2.3 $ 51.5 $ 

Interest Charges, etc. 5 S 72 $ 35 . 2 $)6ClUSS $ 9 $ 5.4 

Balance for Common $ 16.3 $ 43.4 $ 51.3 $ 4.1 $ 42 $ 1.4 $ 53.1 $ 

Operating Margin 16.6% 11.2% 17.4% 11.3% 11.2% 6.5% 16.6% 

Net Profit Margin 8.6% 6.3% 9.6% 5.9% 6.0% 2.2% 8.4% 

Percent Earned on Invested Capital 13.3% 9.7% 13.1% 11.1% 6.9% 3.7% 14.2% 

Earned Per Common Share* $ 4.31 $ 4.37 $ 2.42 $ 5.50 $ 2.64 $ .53 $ 2.15 $ 

BALANCE SHEET: 

Fiscal Year Ended 12/31/57 12/31/57 12/31/57 12/31/57 12/31/57 12/31/57 5/31/57 12 

Cash and Marketable Securities $ 24.3 $ 60.8 $116.9 $ 5.8 $ 6.7 $ 5.9 $ 32.0 $ 

Inventories, Net $ 27.5 $ 98.7 $ 92.9 $ 9.0 $ 13.0 $ 14.5 $149.1 $ 

Receivables, Net $ 22.5 $ 73.6 $ 60.9 $ 10.9 $ 7.9 $ 10.5 $ 88.8 $ 

Current Assets $ 75.4 $233.2 $270.9 $ 25.9 $ 27.8 $ 31.0 $269.9 $ 

Current Liabilities $ 25.1 $ 71.8 $102.3 $ 7.8 $ 10.0 $ 89 $177.5 $ 

Working Capital $ 50.3 $161.4 $168.6 $ 18.1 $ 17.8 $ 22.1 $ 92.4 5 

Fixed Assets, Net $114.9 $487.1 $280.7 $ 21.2 $ 50.5 $ 39.0 $465.1 $1 

Total Assets $195.3 $756.5 $586.7 $ 49.2 $ 87.0 $ 73.4 $757.0 $3 

Cash Assets Per Share $ 6.41 $ 613 $ 551 $ 7.71 $ 421 $ 2.16 $ 1.29 $ 

Current Ratio (C. A. to C. L.) 3.0 3.2 2.6 3.3 3.7 3.4 1.5 

Inventories as Percent of Sales 14.5% 14.4% 17.4% 12.8% 18.4% 22.0% 23.7% 

Inventories as % of Current Assets 36.5% 42.3% 34.2% 34.8% 46.8% 47.0% 41.1% 

*—Data on dividend, current price of stock and yields in supplementary table on preceding page. 
but new products such as plastics, high energy fuels Sources of Strength of 
and the like, stepped in admirably to fill the breach — 
and carry sales on to new record levels. New product development has been the staff on ré 

Plastics, to cite one new product field (See which the chemical industry has leaned since its n 
Plastics article previous issue) is growing so rapidly inception and today, the results of past research | el 
that ten to twelve additional chemical companies will lends the companies their main stability. Chemicals | t 
enter the field this year. In all, $253 million worth are now used in virtually every productive industry de 
of new plant and equipment will be added to existing and in a wide variety of consumer fields, assuring hi 
plastic facilities in 1958 in addition to the $200 mil- the producers a steady and diversified sales base that 0! 
lion worth placed on stream in 1957. has proved resistant to serious decline. 

Heavy research, of course, also takes its toll on Of equal significance, however, is the success the 0) 
earnings, helping to explain the reduced profit mar- industry has enjoyed in financing its growth through f 
gins last year. Research is expensive, especially internally generated funds. In 1957, for example, e: 
when coupled with an inflexible price structure for depreciation charges provided close to 50 per cent e% 
the industry’s standard products and the large pro- of the funds needed for expansion and another 40 u 
motional expenses needed for the successful intro- per cent came from retained earnings. At the same 1 
duction of new products. Moreover, the constant time because of conservative financial policies, divi- fi 
need to construct new plants to house new opera- dend coverage for most companies in the field was 1] 
tions is a chronic tax on cash reserves. not threatened, even though reported earnings did 

To cope with the expanding demand for their ease slightly for the year. i 
products chemical companies added $1.3 billion in But by far the greatest strength of the chemical p 
new production facilities last year and plan, as of industry rests in its ability to keep planning con- ti 
this moment, to spend another $2.54 billion in 1958- stantly for the future regardless of the conditions p 
1959. By far the largest portion of this new invest- of the present. As a result, the industry is among the n 
ment will go into the newer fields of plastics, fuels, most completely automated in the country and can il 
metals and synthetic rubber. The inclusion of metals boast several installations that are models of modern e 
in this classification may seem confusing, but the techniques and labor saving devices. 
fact remains that most of the new metals are refined 
by chemical processes, with much of the actual work Current Weaknesses 
being done by chemical companies. Thus such exotic 
new metals as beryllium, zirconium, boron, tantalum Of more immediate concern for stockholders is t 
and other tongue-twisters are whole new areas of _ the present situation. Here the picture is mixed, but 0 
growth for the chemical producers. although there is little to encourage the purchase 0 
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iparly Position of Leading Chemical Companies 
- Hooker International Olin Texas Union Victor 
Hercules Electro- Minerals Monsanto Mathieson Rohm Spencer Stauffer Gulf Carbide Chemical 
Du Pont Powder Chemical & Chemical Chemical Chemical & Haas Chemical Chemical Sulphur Corp. Works 
$ 35.0 $ 27.1 $148.9 $307.7 $ 4.0 $ 22.5 $ 21.8 $ 400.3 $ 76 
$ 238.8 $ 96 $ 5.0 $ 98 $ 21.1 $ 6.1 $ 14.1 $ 7.4 
45,604 8,327 6,460 2,337 22,226 13,272 1,073 1,124 3,531 10,020 30,067 1,684 
$ 466.9 $ 27.0 $ 72.3 $ 21.5 $193.3 $395.2 $ 27.6 $ 43.3 $ 57.1 $ 26.1 $ 633.6 $ 23.5 
$1,875.7 $100.1 $ 43.7 $ 65.5 $345.4 $295.5 $ 82.1 $ 24.3 $ 70.1 $ 81.0 $ 605.5 $ 18.0 
57 12/31/57 12/31/57 11/30/57. 6/30/57 =: 12/31/57 12/31/57 12/31/57 6/30/57: 12/31/57 12/31/57 12/31/57 —- 12/31/57 
$1,999.6 $254.7 $107.8 $106.1 $567.1 $592.8 $174.0 $ 48.2 $156.8 $ 66.8 $1,395.0 $ 52.1 | 
$ 121.9 $ 14.9 $ 7.7 $ 68 $ 42.6 $ 25.5 $ 10.3 $ 4.4 $ 11.8 $ 9.9 $ 120.4 $ 3.0 | 
$ 253.1 $ 18.9 $ 85 $ 6 $ 25.8 $ 31.0 $ 16.4 $ 5.2 $ 12.5 $ 2.7 $ 127.4 $ 3.4 
$ 1.3 $ 1.0 $ 5.4 $ 9.0 $ 2 $ 9 $ 8 $ 145 : « 
$ 386.5 $ 17.6 $ 8.6 $ 7.3 $ 37.4 $ 35.4 $ 15.3 $ 45 $ 13.1 $ 17.5 $ 133.7 $ 3.4 
% 25.9% 13.7% 17.4% 8.8% 12.3% 12.1% 17.7% 23.4% 15.7% 28.4% 17.0% 13.4% 
% 19.8% 7.1% 8.2% 7.2% 6.5% 6.1% 8.9% 10.6% 8.3% 26.2% 9.6% 7.0% 
% 16.9% 14.1% 10.9% 8.8% 9.6% 9.5% 14.2% 11.4% 22.9% 16.4% 15.9% 10.9% 
5 $ 848 $ 212 $ 134 $ 3.12 $ 168 $ 267 $1432 $ 405 $ 371 $ 175 $ 445 $ 2.03 
57 12/31/57 12/31/57. 11/30/57 6/30/57. 12/31/57. 12/31/57 12/31/57 6/30/57: 12/31/57 12/31/57 12/31/57 —:12/31/57 
) $ 335.5 $ 26.8 $ 13.1 $ 10.9 $ 38.4 $ 96.3 $ 5.6 $ 21.4 $ 13.3 $ 24.7 $ 164.5 $ 66 
$ 278.7 $ 38.3 $ 20.3 $ 20.0 $ 94.5 $153.5 $ 26.5 $ 43 $ 24.2 $ 31.8 $ 313.4 $ 8.7 
$ 151.6 $ 20.4 $ 12.4 $ 13.9 $ 67.9 $ 75.0 $ 16.4 $ 5.3 $ 13.9 $ 15.3 $ 161.1 $ 46 
$ 778.3 $ 85.5 $ 46.5 $ 44.8 $200.9 $335.8 $ 49.7 $ 31.1 $ 51.5 $ 72.4 $ 639.1 $ 20.3 
$ 141.7 $ 31.5 $ 15.2 $ 9.0 $ 74.2 $ 84.0 $ 25.7 $ 83 $ 10.6 $ 6.1 $ 216.3 $ 6.2 
$ 636.6 $ 54.0 $ 31.3 $ 35.8 $126.7 $251.8 $ 24.0 $ 22.8 $ 40.9 $ 66.3 $ 421.8 $ 14.1 
$1,734.8 $ 88.9 $ 85.3 $ 77.5 $362.9 $370.5 $ 86.7 $ 44.9 $ 73.5 $ 36.5 $ 785.0 $ 27.5 
, $3,551.8 $181.1 $134.0 $126.8 $631.0 $792.3 $139.6 $ 77.9 $138.0 $116.4 $1,456.3 $ 47.9 
9 $ 735 $ 322 $ 204 $ 466 $ 173 $ 741 $ 529 $1904 $ 3.76 $ 247 $ 547 $ 3.98 
5.5 2.7 3.0 4.8 2.7 4.0 19 3.7 4.8 11.8 2.9 3.2 
% 13.9% 15.4% 18.9% 18.8% 16.6% 25.9% 15.0% 8.9% 15.4% 47.7% 22.4% 16.7% | 
% 35.8% 44.8% 43.3% 44.6% 47.0% 45.7% 54.6% 13.8% 47.0% 44.0% 49.0% 43.0% | 
+ 
| 
of chemical shares at the moment, there is also much further progress, combined with important stock- 
—as outlined above—that seems to assure excellent taking and dynamic cost-reduction moves. 
yn results over time. The industry’s princival difficulty Understandably, company managements are ex- 
ts now is the general recession hitting all domestic pressing caution for the year ahead. Just the general 
sh enterprise. That sales continue to climb is a tribute economic atmosphere dictates that approach. But 
ls to the broad distribution of chemical products, but under the surface there is a decided tone of long 
ry demand is soft enough for some products to lead to range optimism, despite the heavy toll capital ex- 
ig heated competition among producers, at the expense penditures are going to take from earnings in the 
at of overall profit margins. next few quarters. Of course, any appraisal of the 
Another important weakness at present is a basic industry’s prospects must be based on the assump- 
1e one that affects all rapidly expanding industries tion that the recession remains an orderly one. If it 
rh from time to time. The constant drag of start-up gets out of hand, however, stock holders can find 
e, expenses of new plants becomes more apparent in assurances in the exceptionally fine showing the 
nt earnings statements as margins on established prod- chemical industry made during the depression that 
10) uct lines slip. Thus for any particular quarter earn- followed the 1929 debacle. 
ne ings may compare unfavorably, even though the new 
ri- facilities may be important contributors to earnings Company Prospects Vary 
aS in the near future. 
id Also adversely affecting the chemical companies For individual companies, prospects in the year 
is the inexorable upward creep of their costs for all ahead will depend on several factors. Most impor- 
al productive facilities—labor, materials and transpor- tant will be the strength of their basic product lines, 
n- tation—and the unlikely prospect of across-the-board and the degree of diversification into new fields. 
ns price increases. Actually, the price structure for Industrial chemicals producers for example may be 
he most chemicals is firm, more so than for many other particularly hard pressed unless other “other” prod- 
in industrial products, but the structure is not strong ucts also play an important role in current operations. 
mn enough to warrant significant price advances. Probably the prime instance of an industrial chem- 
icals producer that has successfully diversified while 
Looking to 1958 staying within its basic field, is American Cyanamid. 
Only a few years ago, Cyanamid was almost com- 
1958, therefore, shapes up as a stand-off year for pletely a major producer of industrial and agricul- 
is the chemical companies, but the stand-off applies tural chemicals. Today, however, its Lederle Labora- 
ut only to earnings and dividends. In virtually every tories Division is one of the most highly regarded 
se other phase of its activities, it will be a year of producers of antibiotics, (Please turn to page 104) 
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Assessing 1958 Possibilities for 
the DRUG COMPANIES 


NO. 5 — BY PHILLIP DOBBS 


N THE drug industry the “magic formula” is 

research and the constant quest for new and 
glamorous products. The trail is an expensive one, 
but the rewards of success are the concrete ones of 
rapidly mounting sales and earnings for the com- 
panies—and higher dividends and stock prices for 
the shareholders. It is not surprising, therefore, that 
new products—as evidenced by the profusion of odd- 
sounding compounds on the market — represent a 
higher proportion of total sales than in any other 
industry. 


Ethical Drugs 


It is significant that leading companies in the 
ethical drug field spend between 4% and 6% of their 
annual sales on research, a much larger proportion 
than most manufacturing enterprises. Ethical drugs, 
sold to the public on prescription, represent not far 
from three-fourths of the industry’s dollar volume. It 
has been estimated that only about 10% of the pre- 
scriptions written by doctors today could have been 
filled as recently as twenty years ago. 

In recent years, the more spectacular discoveries 
have included polio vaccine, new antibiotics and 
tranquilizers. Behind the scene, insurance statistics 


reveal that the tuberculosis mortality rate has de- 
clined over 80% in the past decade, while the death 
rate from pneumonia and influenza has been reduced 
by almost 40%. Yet, there remain vast new fields 
to be conquered by research, including heart disease, 
cancer and the prosaic common cold. 

Research represents a necessary and essential ex- 
penditure in the competitive field of modern ethical 
drugs. The rate of obsolescence of older products is 
high. To date, drugs to combat infections diseases 
have met with the greatest success. The “wonder 
drugs”, penicillin and streptomycin, were introduced 
in the war years, and were followed by the broad- 
spectrum antiobiotics with a wide range of useful- 
ness. Antibiotics are the largest selling group of 
products in the ethical drug field. 

Hormones also represent important products in 
this field. New cortical hormones have supplanted, 
to a great extent, the older cortisone drugs used in 
treating arthritis. Other hormones include insulin 
for the treatment of diabetes, and thyroid drugs. 

Tranquilizers have grown very rapidly in recent 


years. These agents are used in treating emotional 


stresses arising from various ailments, including 
mental illness and high blood pressure. 
Vitamins constitute a large group of drug prod- 
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Abbott Laboratories: Has developed steady flow of new ethical drugs 
over the year, but no outstanding product recently. Increasing research 
activities. Dividend well-covered. 


Allied Laboratories: Major veterinary drug producer with broadened posi- 
tion in human ethical drugs. Last year’s earnings had benefit of unusual 
volume of vaccine sales. Wide dividend coverage. 


American Home Products: Diversified position in ethical and proprietary 
drugs. Also food and household products. Long record of growth. Outlook 
continues favorable but yield not impressive. 


Bristol-Myers: Primarily a producer of proprietary drugs and toiletries, 
with minor position in ethical drug field. Further growth in proprietary 
products indicated. 


Lehn & Fink: Well-established products in cosmetic and toiletry field. 
Further sales growth depends primarily on advertising. Business highly 
competitive. 


McKesson & Robbins: Wholesaler of drugs and drug store items on national 
scale. Also imports liquors and distributes domestic whiskies and wines 
Fairly stable earnings. 


Merck & Co.: Long-established in fine chemicals and pharmaceutical 
products. Continuing large research program. Growth steady rather than 
spectacular. Low yield. 


Norwich Pharmacal: Largely a producer of proprietary drug products. 
Increasing its position in medical and veterinary fields. Good growth 
record but only moderate yield. 





Statistiont Data on Leading Drug Companies 
-Earnings Per Share-————— Dividends Per Share ——_— Recent Div. Price Range 

1955 1956 1957 1955 1956 1957 Price Yield 1957-1958 
Abbott, tuienatedas $2.48 $2.80 $3.30 $1.80 $1.90 $1.90- 52 3.6% 544-374 
Allied Laboratories 1.89 3.61 5.01 85 1.10% 1.20% 47 2.5 5734-2358 
American Home Products 2.68 4.07 5.03 1.65 2.50 3.00 82 3.6 89%4-59'4 | 
Bristol Myers 2.98 3.55 4.07 1.50 1.75 2.00 60 3.3 6234-41 
Lehn & Fink 51 2.47 3.15 1.00 1.00 1.70 28 6.0 285-19 
McKesson & Robbins 4.75 5.63 5.75! 2.50 2.57 2.80- 60 4.6 63 -47'2 
Merck & Co. 1.55 1.92 2.20 .80 1.00 1.40 47 2.9 494-298 
Norwich Pharmacal 1.50 1.80 2.08 70 90 1.20- 35 3.4 38 -25 
Parke, Davis & Co. 2.92 3.59 5.67 1.40 1.70 3.00- 74 4.0 76 -42% 
Pfizer (Chas.) & Co. 2.94 3.36 4.23 1.55 1.75 2.25 62 3.6 657°4-4234 
Plough Inc. 81 1.05 1.40! .37'2 45 .60- 23 2.6 2434-14 
Rexall Drug 1.19 1.35 1.45 .50 -50 .50 13 3.8 14 - 77s 
Schering Corp. 2.36 3.41 3.80 .37'2 8712 1.20- 42 2.8 48'4-24'8 
Smith Kline & French Lab. 3.30 3.73 4.24 1.75 2.00 2.20 70 3.1 71-53% 
Sterling Drug 1.99 2.14 2.40! 1.35 1.35 1.50 33 4.5 35%4-25'2 
Vick Chemical 3.49 3.51 3.90 1.35° 1.50" 1.60- 58 27 6014-33" 
Warner-Lambert Pharm. Co. 4.07 4.50 5.43 1.70° 2.00 2.50- 65 3.8 69 -42's 
1_Estimated. *—Latest 1958 rate. %—Plus stock. 





Parke Davis: Leading and long-established ethical drug manufacturer 
Important in antibiotics, vitamins and vaccines. Expanding research 
Long-term growth indicated. | 
Pfizer (Chas.) & Co.: Strong position in antibiotics and diversification in | 
other ethical drugs. Planning major expansion into vaccines. Favorable | 
growth prospects over longer term. 

Plough, Inc.: Moderate-sized producer of proprietary drugs, medicines, 
cosmetics and household products. Gradual expansion. 


Rexall Drug: Operates chain of drug stores. Also distributes at wholesale | 
and manufacturers drug and sundry products. Program of upgrading | 
retail outlets. 
Schering Corp.: Spectacular success in arthritic drugs but field highly 
competitive. Broadening position in other ethical products through large 
research program. 


Smith, Kline & French Laboratories: Important in ethical drug specialties 
Recent sales gains due in part to tranquilizers, but research gives promise 
of new products. 


Sterling Drug: Leading manufacturer of packaged medicines, ethical drugs 
and household products. Proprietary line includes Bayer Aspirin. Moderate 
growth. Good yield. 

Vick Chemical: Dependent largely on well-known line of cold remedies 
Broadening position through research and acquisitions. Growth record 
good. Low yield. 

Warner-Lambert Pharmacal: Important manufacturer of proprietary drugs 
cosmetics ond toiletries. Also ethical drug products. Aggressive manage 
ment. Growth indicated 





























ucts, sold both by prescription and over-the-counter. 
The market for these products continues to grow 
steadily, and most of the larger pharmaceutical com- 
panies produce vitamin lines as “bread and butter” 
items. 


Proprietary Drugs 


Proprietary drugs, as distinguished from ethical 
drugs, are advertised to the public and sold over-the- 
counter. The more important proprietary products 
include vitamins, aspirin, cold remedies, laxatives 
and cathartics. In this field, research expenditures 
are considerably less than for ethical drugs, and 
profit margins are determined, to a great extent, by 
advertising and packaging costs, as well as dis- 
tributing expenses. In the current general business 
recession, it is interesting to note that sales of pro- 
prietary drugs have held up as well as in similar 
periods in the past, as consumers tend to use the 
less expensive and simpler forms of medication. 


Flu Epidemic 


It is estimated that sales of pharmaceutical manu- 
facturers were around $2 billion last year, an in- 
crease of about 15% over 1956. However, various 
factors point to the probability of a smaller rate of 
gain, this year. The flu epidemic in 1957 stimulated 
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sales of both a new vaccine for flu prevention and 
antibiotics as a remedy. Further, sales of polio 
vaccine may have reached a peak last year. Finally, 
the 1958 gain in drug exports may be more mod- 
erate. 


Foreign Sales 


Foreign sales have represented a substantial pro- 
portion of the business of leading drug companies 
since the war. However, exports have shown a slower 
rate of growth in recent years, in part due to Euro- 
pean manufacturers regaining their share of world 
markets lost during the war, and also due to Ameri- 
can companies establishing manufacturing facilities 
abroad. There are indications that this trend may 
continue. 


Federal Trade Commission 


At the time of going to press, the Federal Trade 
Commission has not yet issued its report on the 
drug industry, expected early this year. The Com- 
mission has been investigating competition and 
pricing in antibiotics. The report may be critical 
of profit margins in the industry. However, the 
industry believes that its profit margins are fair, 
in view of its large research expenditures. When 
profit margins are wide on new drugs, experience 
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indicates that they are corrected in time by com- 
petition. 


In general, it can be said today that former lines 
of demarcation between ethical and proprietary drug 
manufacturers no longer exist, as many of the lead- 
ing companies produce both groups of products. In a 
number of important respects, each drug company 
is an individual enterprise, to be judged on its 
own merit. 

Parke, Davis & Company is: one of the largest pro- 
ducers of pharmaceutical products. The company 
manufactures over 600 drugs, including antibiotics, 
sulfas, vitamins and vaccines. More than one-half 
of its sales are represented by drugs developed in 
the past decade. Last year, the company intro- 
duced seven new products, including Paracortol for 
arthritis and Asiatic flu vaccine. Chloromycetin, the 
company’s exclusive broad-spectrum antibiotic, is by 
far the largest single product, representing close to 
one-third of total sales. Parke Davis is a good ex- 
ample of a drug company that experienced an inter- 
ruption in its growth. From 1951 to 1954, sales of 
Chloromycetin dropped sharply due to misuse of this 
new drug, while at the same time antibiotic prices 
declined. However, since 1954, the company’s sales 
have been in an upward trend, with Chloromycetin 
contributing to this gain. Last year, both sales and 
earnings reached an all-time peak. This was due in 
part to the high level of demand for polio and flu 
vaccines, as well as to increased use of antibiotics 
arising from the flu epidemic. It was also due to 
more normal growth resulting from new products. 
Sales of $162.3 million, for the vear 1957, were 21% 
higher than in 1956 and more than double the volume 
of 1948. About 30% of 1957 sales were made in 
foreign markets outside of the U.S. and Canada. 
Expenditures on research last year amounted to 
$6.5 million, of which about 40% represented re- 
search on antibiotics and synthetic chemicals for the 
treatment of infectious diseases and cancer. The 
company intends to expand its research budget to 
about $8 million yearly. For the year 1957, earnings 
amounted to $5.67 per share, compared with $3.59 
in 1956. The indicated annual dividend rate is $3.00 
per share, including a $1.00 extra paid last January. 
At the current price of about 75, the stock yields 
4%. Notwithstanding this moderate yield and the 
substantial advance in price, the longer term in- 
vestor may not wish to disturb his position. How- 
ever, a more cautious view might indicate a partial 
sale for the purpose of realizing some of his capi- 
tal gain. 

Chas. Pfizer & Co. manufactures a variety of phar- 
maceutical and chemical products, including anti- 
biotics, hormones, vitamins and antihistamines. It 
has a strong position in antibiotics, including Terra- 
mycin, its own product discovered in 1949. The com- 
pany has been highly successful in developing and 
merchandising ethical drugs, especially antibiotics. 
It is planning a major expansion into vaccines. Last 
year, the company spent over $10 million on re- 
search, equivalent to about 5% of total sales. It is 
currently expanding its chemical and biochemical 
laboratory facilities for research. Under a recent 
contract with the National Institutes of Health, the 
company is testing its antibiotic filtrates and other 
organic compounds for use against cancer. In 1957, 
the company enjoved record sales for the seventh 
consecutive year. The increase in volume last year 
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Comprehensive Statistics Comparity Posi 
Ame 
Figures are in million dollars Abbott Hi 
except where otherwise stated. Laboratories Pro 
= 
CAPITALIZATION: . 
Long Term Debt (Stated Value) $ 
Preferred Stocks (Stated Value) $ 8.6 
No. of Common Shares Outstanding (000) 3,740 7 
Capitalizotion $ 34.0 $ 
Total Surplus $ 47.3 | $11 
INCOME ACCOUNT: 
Fiscal Year Ended 12/31/57 12 
Net Sales $.11.2 $3 
Deprec., Depletion, Amort., etc. S$ 22 $ 
Income Taxes $ 11.9 $ 
Interest Charges etc. 5 
Balance for Common $ 12.6 3 
Operating Margin 21.8% 
Net Profit Margin 11.4% 
Percent Earned on Invested Capital 15.6% 
Earned Per Common Share* $ 3.30 5 
BALANCE SHEET: 
Fiscal Year Ended 12/31/57 2 
Cash and Marketable Securities $ 22.6 
Inventories, Net $ 25.3 $ 
Receivabies, Net $ 21.2 ; 
Current Assets $ 69.1 51 
Current Liabilities $ 32.6 3 
Working Capital $ 36.5 
Fixed Assets, Net $ 36.7 5 
Total Assets $113.9 51 
Cash Assets Per Share $ 6.05 > 
Current Ratio (C. A. to C. L.) 2.1 
Inventories as Percent of Sales 22.7% 
Inventories as % of Current Assets 36.6% 
*—Data on dividend, current price of stocks and yields 
in supplementary table on preceding page. 





was due to both introduction of new products and 
to wider use of antibiotics in combating the flu 
epidemic. A little over a third of 1957 sales repre- 
sented overseas business. Last year’s sales of $207.1 
million were up 16% from 1956 and amounted to 
over four times the volume of 1949. For the year 
1957, earnings increased to $4.22 per share from 
$3.36 in 1956. The indicated annual dividend rate is 
$2.25 per share, including a 65 cent extra paid 
last December. At the current price of about 64, the 
stock vields only 3.5°°. Despite the comvany’s pros- 
pects for further long-term growth, the prudent in- 
vestor may desire to accept some of his profit, after 
the recent sharp advance in the price of the stock. 
Merck & Co. is a long-established manufacturer of 
fine chemicals and pharmaceutical products. Last 
year, vitamins, steroid hormones and antibiotics 
represented 58% of total sales. Biologicals became 
a more important group of products in 1957, due 
mainly to increased sales of polio and flu vaccines. 
In its 1957 annual report, the company stated that 
the industry had produced both vaccines in such 
quantities that the supply currently exceeds demand. 
The 1953 merger with Sharp & Dohme gave the 
company an established distribution system for 
marketing various new products. Last year, Merck 
spent $13.1 million on research, equivalent to 
the large figure of 7% of sales. Recently, the com- 
pany introduced Diuril, a new drug discovery that 
promises to be important in treating heart disease, 
high blood pressure and other conditions. The year 
1958 marks the 25th anniversary of establishment 
of the company’s research laboratories. In 1957, 
THE MAGAZINE 
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Parity Position of Leading Drug Companies 
American Parke, Pfizer Smith Warner- 
Home Lehn Merck Norwich Davis (Chas.) Rexall Schering Kline & Vick Lambert 
Products & Fink & Co. Pharmacal & Co. & Co. Drug Corp French Lab. Chemical Pharm. 
$ 9.0 $ 4 $ 6 $ 17 $ 24.3 $ 6.2 
$ 35.0 $ 8.1 $ 83 $ 7.0 
7,681 394 9,856 1,899 4,921 5,371 3,501 3,938 4,843 1,619 2,581 
5 16.7 $ 2.4 $ 37.2 $ 4.1 $ 14.4 $ 13.5 $ 33.1 $ 12.3 $ 16 $ 42 $ 15.8 
$104.7 $ 76 $111.4 $ 13.9 $102.5 $117.4 $ 41.8 $ 37.1 $ 53.0 $ 45.7 $ 53.2 
7 12/31/57 6/30/57. 12/31/57 12/31/57 12/31/57 12/31/57 —s-12/31/57 12/31/57 12/31/57 6/30/57 12/31/57 
$347.2 $ 27.3 $186.9 $ 33.4 $162.2 $207.1 $167.5 $ 80.6 $115.4 $ 94.7 $150.9 
5 3.0 2 $ 7.2 $ 5 $ 3.0 $ 6.2 $ 2.0 $ 13 $ 2.1 $ 15 $ 2.4 
$ 42.4 $ 1.0 $ 19.3 $ 4.1 $ 26.7 $ 20.0 $ 46 $ 15.4 $ 23.5 $ 8.8 $ 14.8 
; «(Ss $ wi . 2 $ 2 $ 9 $ 6 
5 38.6 $1,242 $ 22.6 $ 3.9 $ 27.9 $ 22.9 $ 46 $ 15.2 $ 20.5 $ 7.8 $ 14.3 
23.3% 7.6% 17.6% 23.5% 31.3% 19.7% 6.0% 33.6% 37.8% 17.0% 19.3% 
11.0% 4.5% 12.3% 11.8% 17.2% 11.0% 2.7% 19.0% 17.8% 8.3% 9.4% 
34.3% 13.0% 15.6% 24.1% 23.9% 17.5% 9.1% 31.1% 24.2% 13.1% 22.8% 
5 5.03 $ 3.15 $ 2.20 $ 2.07 $ 5.67 $ 4.23 $ 1.45 $ 3.80 $ 4.24 $ 4.87 $ 5.43 
7 2/31/57 6/30/57. —s-:12/31/57_ 12/31/57: 12/31/57 12/31/57: 12/31/57 12/31/57 12/31/57 6/30/57 12/31/57 
43.3 $ 29 $ 30.5 $ 5.8 $ 55.5 $ 25.6 $ 14.4 $ 32.3 $ 29.8 $ 16.4 $ 17.0 
5 51.5 $ 45 $ 37.8 $ 3.8 $ 36.1 $ 61.7 $ 40.1 $ 13.3 $ 13.2 $ 18.6 $ 23.1 
5 37.5 $ 25 $ 16.7 $ 6.6 $ 22.6 $ 37.6 $ 17.7 $ 8.6 $ 88 $ 68 $ 19.8 
5134.2 $ 10.2 $111.6 $ 16.9 $116.5 $125.0 $ 72.2 $ 55.0 $ 53.3 $ 42.9 $ 62.7 
5 57.6 $ 2.6 $ 33.0 $ 5.7 $ 48.7 $ 50.1 $ 22.1 $ 20.2 $ 25.4 $ 49 $ 28.1 
5 76.6 $ 7.6 $ 78.6 $ 11.2 $ 67.8 $ 74.9 $ 50.1 $ 34.8 $ 27.9 $ 38.0 $ 34.6 
5 43.2 $ 15 $ 69.1 $ 66 $ 39.4 $ 44.4 $ 20.1 $ 14.7 $ 28.4 $ 13.5 $ 31.4 
5190.8 $ 12.6 $182.7 $ 23.7 $170.8 $179.6 $ 97.0 $ 70.1 $ 81.8 $ 66.6 $ 97.1 
5 5.64 $ 7.43 $ 3.09 $ 3.08 $ 11.27 $ 4.78 $ 4.12 $ 8.21 $ 6.16 $ 10.15 $ 6.60 
2.3 4.0 3.3 3.0 2.4 2.5 3.2 2.7 2.1 8.7 2.2 
; 14.9% 16.4% 20.2% 11.5% 22.2% 29.7% 24.0% 16.5% 11.8% 19.6% 15.3% 
38.4% 44.5% 33.9% 22.7% 31.0% 49.0% 55.5% 24.2% 24.8% 43.4% 37.0% 
= | 
d sales of all international operations of the company, 3.6%. The issue does not appear to offer above- 
u including direct exports from this country, amounted average prospects for growth. 
= to $49.6 million or 27° of total sales. For the year Schering Corporation was a relatively small drug 
1 1957, total sales amounted to $186.9 million, an company in 1952 when its stock was offered publicly 
O increase of 8% over 1956, and about double the’ by a banking group, following purchase of the com- 
h Ze } £1 
r olume of 1950, prior to the Sharp & Dohme merger. pany’s assets from the Alien Property Custodian. 
n For the year 1957, earnings increased to $2.21 per The company has enjoyed a spectacular growth in 
Ss share from $1.92 in 1956. The indicated annual sales and earnings since the introduction in 1955 of 
d dividende rate is $1.40 per share, including a 20 per its so-called ‘‘Meti” drugs, new cortical hormones 
e ‘ent extra paid last December. At the current price for treatment of arthritis. Sales have increased from 
- of about 48, the yield is only 2.9°°. The stock cus- $19.4 million in 1954 to $80.6 million in 1957, when 
- tomarily sells at a higher price-earnings ratio and foreign subsidiaries were consolidated. Also, opera- 
r ower yield than most drug issues. The outlook for tions of White Laboratories, acquired in September 
« further long-term growth is promising. However, an 1957, were included for the full year. White Labora- 
f nvestor may wish to take part of his profits around tories produces ethical and proprietary drug prod- 
t the current price. ucts. Last year’s sales volume was also aided by 
s Abbott Laboratories manufactures about 650 ethi- introduction of Trilafon, a new tranquilizer. While 
e ‘al drug and fine chemical products, including vita- Schering produces other ethical drugs, cortical hor- 
e nins, antibiotics, anesthetics, hypnotics and paren- mones represent by far the largest group of prod- 
bs teral solutions. The company’s output includes vet- ucts. Competition in these products from other 
t rinary and agricultural drug products, and also manufacturers has become particularly keen. Also, 
h radioisotopes. Last year, expenditures on research the company has been sued in connection with cer- 
l. inereased to 4.5% of sales, from 4% in 1956. Fur- tain patents covering arthritis drugs. On the more 
e ther expansion of research activities is planned. favorable side, the company increased its research 
F However, while these efforts have provided new expenditures last year by 45% over 1956. In 1957, 
k products in the past, the company’s earnings have it spent $5.2 million on research or about 6.5% of 
O failed to show a marked growth trend for a number’ sales. The company receives substantial royalty in- 
5 of years. In 1957, sales amounted to $111.2 million, come from foreign licensees for its products. For the 
t in increase of 15% over 1956. Earnings for last year year 1957, earnings amounted to $3.80 per share, 
2 were equivalent to $3.30 per share, as against $2.80 compared with $3.41 in 1956 on a comparative basis, 
r in 1956. The indicated annual dividend rate is $1.90 after adjustment for the 2-for-1 stock split-up of 
t per share, including a 10 cent extra paid in January. October 1957. The annual dividend rate is $1.20 per 
iy At the current price of about 53, the stock yields share. It may be noted (Please turn to page 106) 
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Cross-Currents 


The favored drug group looks 
tired for the time being and might 
need some rest. Ditto for the cig- 
arette stocks. At this writing cop- 
pers have backed off appreciably 
following a good rally which 
seemed excessive in relation to 
earnings prospects for at least an 
extended period to come. Groups 
performing unimpressively — in 
most cases for obvious reasons— 
include automobiles and _ auto 
parts, chemicals, coal, electrical 
equipment, machinery, radio-tele- 
vision, rail equipments, steel and 
tires. Probably largely for techni- 
cal reasons, there is improved be- 
havior at this time in aircrafts, 
movies, office equipment, domestic 
oils, shipping, sulphur and tex- 
tiles. Responding to easing money 
rates and to relatively favorable 
prospects for earnings and divi- 
dends, most income-stock groups 
continue to meet adequate to good 
investment support at or close to 
their best 1957-1958 levels. They 
include baking, corn processors, 
dairy products, food store chains, 
electric utilities and natural gas 
distributors. 
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Market of Stocks 


A partial list of better-grade 
stocks which are performing sig- 
nificantly better than the general 
market at this writing includes: 
Addressograph, American 
Bakeries, American Chicle, Amer- 
ican Stores, Beneficial Finance, 
Best Foods, Brooklyn Union Gas, 
Colgate Palmolive, Columbia Gas, 
Heinz, Jewel Tea, Grand Unicn, 
Grant, Kresge, Iowa Power & 
Light, Marine Midland, National 
Dairy Products, Oklahoma Gas & 
Electric, Oklahoma Natural Gas, 
Owens-Illinois Glass, Peoples Gas, 
Safeway Stores, Scott Paper, 
Southern Company. 














Speculative 


In recent weeks, to a greater ex- 
tent than in some time, selective 
strength has “fanned out” into a 
number of speculative stocks. 
Here is a partial list of issues 
which, although far down in vir- 
tually all cases from tops recorded 
in 1956-1957, or in earlier years, 
are faring better than the indus- 
trial average at this writing: 
American Seating, Bestwall Gyp- 
sum, Blaw Knox, Crown Cork, 
Georgia-Pacific Plywood, Cela- 
nese, General Instruments, North- 
west Airlines, Piper Aircraft, Re- 
public Aviation, Sunray Oil, and 
Worthington Corp. 











Boeing Airplane Co. 
General Cigar Co. 
National Tea Co. 
American Tobacco 
Cream of Wheat 
Lorillard (P.) 

Philco Corp. 

Household Finance Corp. 
American Chicle Co. 
General Electric Co. 








INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1957 1956 
Year Dec. 31 $5.49 $4.63 
Year Dec. 31 5.62 4.14 
Year Dec. 28 3.76 3.30 
Year Dec. 31 8.28 7.45 
Year Dec. 31 2.49 2.03 
Year Dec. 31 3.78 1.34 
Year Dec. 31 1.00 -05 
Year Dec. 31 2.88 2.57 
Quer. Dec. 31 1.79 1.14 
Year Dec. 31 2.84 2.46 
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Unpromising 


Stock whose current behavior 
\ooks unpromising include: Amer- 
can Bank Note, American Ship- 
jing, Allied Products, Babcock & 
Vileox, Bucyrus Erie, Chrysler, 
Dana Corp., Diamond Alkali, 
resser Industries, Glidden, Hal- 
liburton Oil Well Cementing, 
Jonsanto Chemical, Solar Air- 
craft and Sperry Rand. 


“hockers 


For some time the market’s 
eneral performance has_ been 
etter than the news. The explan- 

«tory theory is that the impact of 
the business slump on corporate 
earnings and dividends has been 
largely, if not fully, allowed for 
1 stock prices. That is probably 
half truth—and no doubt the 
alf truth was better founded at 
‘ne October low for the industrial 
overage than at the present level. 
t is conceded that the market was 
‘oo high last July. Well, at this 
iime the average is down only 
some 14% therefrom, which is 
ieither a big correction of over- 
valuation nor a large allowance 
for lower earnings. Certainly in 
case after case it develops that in- 
lividual stocks had not been ade- 
juately adjusted. Take just two 
‘ecent examples: (1) Kelsey- 
Hayes Wheel, one of the better- 
situated auto parts makers, with 
Ford and General Motors the big- 
rest outlets, reported over an 83% 
drop in profits to 27 cerits a share 
for the fiscal quarter ended Feb- 
ruary 28. Since then to this writ- 
ing the stock has fallen over 10% 
to a new low. (2) Or take the re- 
cent cut in the dividend of Ana- 
conda Wire & Cable. It has been 
followed, up to this writing, by a 
fall of more than 14% in the price 
of the stock, which is again near- 
ing its low after a 21% rally. 
There are a good many more in- 
stances of shockingly-poor profit 
reports and dividend cuts ahead. 


Preview 


Here are some lines in which 
first-quarter and second-quarter 
earnings reports are going to be 
poor in many cases: automobiles, 
auto parts, air transport, copper, 
machinery, metal fabricating, 
railroads, rail equipment and 
steel. Some of the automobile and 
most of the steel reports are going 
to be real shockers—shocking 
enough to test the stocks and prob- 
ably put at least some of them to 
new lows. With no improvement 
possible before the fourth quarter, 
there is a question how long cer- 
tain auto and steel companies will 
pay unearned dividends. 


Fair To Good 

First-quarter earnings either 
fairly close to, or above, last 
year’s will be reported principally 
in such fields as confectionery, 
drugs, finance companies, banks, 
baking, food brands, food stores, 
dairy products, electric utilities, 
natural gas distributors, soft 
drinks, and tobaccos. At least 
moderate shrinkages, varying 
widely from company to company, 
will be the rule for reports in such 
lines as chemicals, coal, movies, 
office equipment, oils, paper, tex- 
tiles and tires. 


Machine Tools 


Reports that machine tool or- 
ders of $22.8 million in February 
were 18% over the depressed Jan- 
uary level and 23% above the 
abysmal December level should 
not delude anyone. They were 
down 60% from the skidding level 
of a year ago and down much 
further from the earlier peak. If 
you lose $80 out of $100, and then 
get back $5 of it, that is something 
like the picture of machine tool 
orders. As usual, they started 
down far ahead of general busi- 
ness activity. They may well have 
bottomed ahead of general busi- 
ness. But there is nothing in the 

















National Lead Co. 

Lone Star Cement 
Allis-Chaimers Mfg. 

Bulova Watch 

Commercial Solvents 
American Zinc, Lead & Smelt 
Dr. Pepper Co. 

Burroughs Corp. 

Van Norman Industries 
Crucible Steel Co. of America 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS 














1957 1956 
Year Dec. 31 $4.64 $5.34 
Quar. Dec. 31 34 .67 
Quar. Dec. 31 -35 55 
Quar. Dec. 31 -29 70 
Year Dec. 31 53 1.09 
Year Dec. 31 1.07 2.74 
Year Dec. 31 -70 1.19 
Year Dec. 31 1.67 2.35 
Year Dec. 31 .22 1.41 
Year Dec. 31 





bearish outlook for plant-equip- 
ment outlays to suggest a real up- 
trend for the machine tool indus- 
try. In our view, the stocks are 
not buys here. On the contrary, 
most of them look too high. 


Defensive Stocks 


There is nothing in the money- 
rate outlook, or in prospects for 
earnings and dividends, to suggest 
a basis for decline in investment- 
grade income stocks; and, indeed, 
some further advance seems 
likely. But a good deal of the ear- 
lier potential for capital gain is 
now gone; and the “pickings” for 
new buyers are fairly lean. As an 
example of the change, take a look 
at Corn Products. We recom- 
mended this stock here late last 
September at 30, yielding about 
5.38% on a $1.60 dividend which 
we thought might go to $1.80 
within no great time. It did go to 
$1.80 in two successive quarterly 
boosts of 10 cents each. The stock 
rose to a new high of 4214 and is 
at 4214 at this writing. The latter 
foots up to a capital gain of about 
37%, which is certainly handsome 
in a fool-proof stock over about a 
six-month period. Buyers at 30 
are getting a yield of 6% on their 
money. An argument against tak- 
ing the profit is: where can you 
invest the money to better advan- 
tage with equal safety? We do not 
have a good enough answer to it 
at this time, so we say: stay with 
the stock. But we certainly cannot 
recommend it with confidence to 
new buyers on the present 
largely-reduced yield basis. The 
same goes for most of the many 
other income stocks recommended 
here at lower levels during the 
last six to eight months. To cite 
a few, gains range from 17% to 
25% on such issues as Cincinnati 
Gas & Electric, Columbus & 
Southern, Ohio Edison, Duquesne 
Light, Illinois Power and South- 
western Public Service. 

Fair 

Recommended earlier at 34 and 
now around 39, Public Service of 
Indiana yields roughly 5.1% ona 
$2 dividend ; but the potential yield 
is nearer 5.6%, since there is a 
good chance for a dividend boost 
to $2.20. Now at 71, Reynolds To- 
bacco “B” has been recommended 
at various lower levels. The cur- 
rent yield on a $3.60 dividend is 
less than 5.1%. Potential Yield is 
nearer 5.4%, allowing for a likely 
dividend increase to $3.80. Thus, 

(Please turn to page 118) 
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INTERESTING TO NOTE —— ' RELATIVE STRENGTH MEASUREMENT +6 Mi 
The rise in industrial production rs tel 
line between 1956-57 was offset 8 Ss ¥ +3 f‘ 
by economic decline in that 2 cabs peapeaancas Wanteans — rs ae 
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3 se 
-4 
wine : es 
|= J ; 959 ~y!~C«dSSSSCstSCSSSC 1958 ce 
Se tu 
Wis the many revolutionary changes in our economy, This we have done in our new Trend Forecaster (developed sit 
it was evident that various indicators previously used should over a period of several years), which employs those indicators (| 
be dropped and new ones substituted, in order to more accu- (see Components of Trend Forecaster) that we have found to ac 
rately forecast developing business trends. most accurately project the business outlook. | bre 
As can be seen from the chart, industrial activity in itself 
| __ COMPONENTS wall TREND FORECASTER* is not a true gauge of the business outlook—the right answer 
es . : can only be found when balanced against the state of our 
123 economy. The Trend Forecaster line does just that. When it = 
a om, changes direction up or down a corresponding change in our 
aa & a 4 . 
118% ‘ P “iy oe i’ A economy may be expected several months later. 
SN = : . , 
11.3 i | ~*~ am The depth or height of the developing trend is clearly pre- 
of, i% hes Ma. A tn ein 106 sented in our Relative Strength Measurement line, which re- 
wal “Zoos” | (Hundreds flects the rate of expansion or contraction in the making. When 
. : eonite aa i particularly favorable indications cause a rise that exceeds 
—New Orders Ne = plus 3 for a period of time, a strong advance in general busi- 
348. (Bilions of dollars . ness is to be expected. On the other hand, penetration of 
| ie | minus 3 on the down side usually precedes an important con- 
333 seer a P 
Caine oe traction in our economy. 
100.4 (MWS index) + 0661045 We believe that subscribers will find our Business Trend 
ye ¢ a gS i es 304 Forecaster of increasing usefulness both from the investment 
93.]me?* ya —“ and business standpoints. 
. =~ ” 
Raw Industrial Tsse° han : A 
Commodity Prices ® | ms Current Indications of the Forecaster 
1947-'49-100 - 
| | "reieniane Of the eight components entering into the Trend Fore- 
saad : caster, only two—nonresidential construction contracts and 
"| 4 _— stock prices—appear to have been in a rising trend in the 
| | Average Hours Worked first quarter of the year. Three others—durable goods orders, 
| i inns raw industrial commodity prices, and average hours worked- 
44.8! om | Sulh _ 38.6 were in a stage of persistent decline. The remaining three— 
‘Na ‘| Ke OT UVR | new incorporations, business failures and housing starts—have 
/ 7 . ew we oe 55.3 : Pte 
7 +? behaved somewhat erratically, but their trend after statistical 
~/ . 
to Settee smoothing has been downward. 
—Liabilities (millions of Dollars The Relative Strength Measure evidently rose somewhat 
WHpo.orr,] | in the first quarter, mainly as a result of the turnaround in 
a I" gt ee stock prices, and has evidently climbed to about the minus 
W Housing Starts 9.89 3 range, from the trough of minus. 4.4 reached in November. 
a There is no reason, however, to attribute much significance to 
1g 
1.55 s 1.52 this modest recovery; the level of the Relative Strength 
Nonresidential Construction Contracts (a) as Measure is still in a substantial negative range. The most 
Pete tt Serre iti tise | wae that can be said now is that the slight lessening of the pressure 
ae Oe a on this measure may presage a slowing of the rate of decline i 
in general business conditions, and a testing of the hypothesis | 
(*)—Seasonally adjusted except stock and commodity prices. that the recession will end in an upswing by late in the year. 


(a)—Based on F. W. Dodge data. 2 month moving average. In constant dollars. 
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CONCLUSIONS IN BRIEF 


PRODUCTICN—Hard-goods output rates still slipping, 
particularly in transportation equipment and capital 
coods. Output of construction items also being ini- 
tially affected by declines in contract awards. Slow 
decline in total activity probable in second quarter. 


TRADE—Outlook remains weak; not a further sharp 
crop, but further slow easing, spread about equally 
between durables and soft goods lines. Department 
store sales, already hard hit, unlikely to decline fur- 
ther in second-quarter. 


MONEY & CREDIT—Supply of funds now ample, in- 
terest rate structure still declining. Short-term loan 
cemand still being contracted by inventory cutting, 
end by long-term refinancing of short-term debt. Bor- 
rowing conditions becoming increasingly favorable in 
second quarter. 


COMMODITIES—Churning around in the non-agricul- 
tural price structure has taken all the inflationary 
strength out of price averages. Many industrial prices 
now past their peaks, heading very slowly down 
across a broad front. Outlook: no sensational price 
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break, but continuing weakness in second quarter. 
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S of early April, postwar Recession Ill has moved be- 
yond its two predecessors. Industrial production has 
now fallen by about 12%, as compared with 10% in the 
peak-to-trough periods of the 1949 and 1954 adjustments. 
One major difference between this and the two preced- 
ing recessions, accounting for much of the difference in 
degree noted above, has been the precipitous collapse of 
automobile demand. Indeed, if there is any outstanding 
characteristic of 1958 that will set it apart definitively from 
all other postwar years, it is the deplorable level to which 
the passenger car market has been reduced. It is, accord- 
ingly, of considerable importance to nail down the factors 
at work in this crucial decline. 

In the first place, about two-thirds of all automobile 
sales involve the extension of credit. Apparently, the credit 
market has subsided about as fast as the cash market for 
new 1958 automobiles, suggesting that at long last the 
postwar growth of outstanding consumer instalment debt 
has reached a full maturity. 

Secondly, there is much evidence that the two-car family, 
which is now a major source of the net growth in the total 
number of automobiles on the road, has been seduced 
away from the large, heavy, omnivorous American-type 
car to lighter, smaller, less expensive foreign cars. No 
figures are now available on the current rate of increase 
in the number of two-car families, but the 400,000-a-year 
rate of foreign car sales is doubtless a substantial per- 
centage of the new two-car family growth. 

Thirdly: with the remaining market very well supplied 
with cars, the so called ‘“new-model” effect may well be 
more important than ever before. Style obsolescence this 
year is negligible—less, perhaps, than in any postwar year 

(Please turn to following page) 


97 





Essential Statistics 





























































































































































































































| | 
' Latest Previous Year 
THE MONTHLY TREND | Unit ‘i. ia ian pov PRESENT POSITION AND OUTLOOK P 
INDUSTRIAL PRODUCTION* (FRB) | 1947-'9-100 | Feb. 130 133 146 since 1952. ; f ” 
Durable Goods Mfr.——_______ 1947-'9-100 | Feb. 137 143 164 Finally, gern 7 peony aay 
hiatal Gants tbe. | 1947-'9-100 | Feb. 125 126 131 respect to their uture incomes; the igher 
Mining | 1947-'9-100 | Feb, — on oon prices of new cars (including the prices “ 
| of accessories which are virtually essen- 
RETAIL SALES* | $ Billions a 16.2 16.7 16.4 tial if trade-in value is to be protected) 
bee and a weak used car market (with re- ( 
Durable Goods | $ Billions | Feb. 5.1 5.5 5.7 duced alt f » tenets) | 
Sesliaaiilis Miniiie | $ Billions Feb. 1 112 106 - : owances for current trade-ins) | | 
Dep't Store Sales | 1947-'9-100 | Feb. 126 131 136 ave all played a role in the extraordi- 1 | 
narily sharp drop in sales of domestic | PE 
MANUFACTURERS’ passenger cars. These conditions cannot | ; 
New Orders—Total*______| $Billions | Jan. 24.2 25.1 28.9 change quickly and little or no improve- | | 
Durable Goods | $ Billions | Jan. 10.6 11.4 14.2 ment in car demand should be ex- | | ) 
Neadureble Goods $ Billions Jan. 13.6 13.7 14.8 pected in the second quarter. | 
Shipments* $ Billions | Jan. 26.3 26.7 30.0 " ‘ . ( . 
Durable Goods | $ Billions Jan. 12.6 13.1 149 
Nondurable Goods______| $Billions_| Jan. 136 136 150 | WHAT'S HAPPENING TO INVENTO- | | 
: RIES—there is now some consolation, if | 
BUSINESS INVENTORIES, END MO.¥ | $ Billions Jon. 90.0 90.7 69.3 not hope, in the fact that inventories are PL, 
Manufacturers’ $ Billions in — — — draining out of the manufacturing sector | . 
Wholesalers’ $ Billions | Jan. ee veel _— at a substantial rate—perhaps in the | 
Retailers’ $ Billions - ~s -_e — neighborhood of $6 billion a year. It is : 
Dept. Store Stocks | 1947-'9-100 | Jan. ond mad - obvious that this rate of liquidation can- 
eneieeees wanes | $ Billi Feb. 3.1 33 3.0 not continue for very long without bring- r 
y $ Billions Feb. 23 2.4 22 ing manufacturers, particularly in hard- 
ag oF $ Billi Feb 11 11 1.0 goods lines, very nearly to the end of | | «,. 
Resident illions eb. ‘ . A 
wie | their stocks. However, its worth bearing Au 
All Other $ Billions Feb. 12 1.3 1.2 = ; é . 

: . Th 1 Feb. 890 ‘1,030 935 | in mind that selling rates have also de- | a 
angela oe | clined, and also particularly in durable | Pa 
Contract Awards, Residential—b__| $ Millions Feb. 727 777 875 | s } “le 

ppseanaa $ Millions Feb. 1,226 1,289 ~—=«*1,286 | goods lines. As a result, inventory-sales a 
ratios have, in general, gone up rather En 
EMPLOYMENT than down in the first six months of the De 
Total Civilian Millions Feb. 62.0 62.2 63.2 recession. This is par for the recession | = 
et am Millions Feb. 50.3 51.0 51.7 | course; it happened in both of the pre- _ 
Secs Millions Feb. 7.5 7.5 7.3 | vious postwar recessions. But this time » 
Side Millions Feb. 11.3 11.5 11.2 both sales and inventories are declining 
Sesion, Millions Feb. 11.8 12.1 13.1 much more sharply: another indication at 

PRP iii Feb. 38.5 386 40.2 that the severity of the 1958 recession - 

Hourly Earnings Dollars Feb. 2.10 2.10 2.05 | is greater than any experienced since 

Siinclthe Heonitens ilies Feb. 80.85 81.06 82.41 1938. ; . i _ 

PERSONAL INCOME*___| ¢ Billions Feb. 342 344 339 caiaraaies ; Ne 
Wages & Salaries $ Billions Feb. 235 237 236 THE STEEL RATE—this most watched of Iss 
Prepricters’ Incomes $ Billions Feb. 51 51 51 all industrial statistics has not been be- 30 
Interest & Dividends__________| $ Billions Feb. 32 32 31 having very comfortingly. Steel opera- 4 
Tounslor Pupiente $ Billions Feb. 24 23 20 tions struck a plateau of about 52% of 3 
Sei: Saenine $ Billions _| Feb. 16 16 16 capacity early in the new year, and many 9 

| analysts were hopeful that in the second ? 

CONSUMER PRICES __| 1947-'9-100 | Feb. 122.5 122.3 1187 | quarter it would start climbing back up , 
Food 1947-'9-100 | Feb. 118.7 118.2 -113.6 into the sixties, and perhaps even the 8 
Clothing 1947-'9-100 | Feb. 106.8 106.9 106.1 seventies. But as the second quarter be- 6 
Housing 1947-'9-100 | Feb. 1273 8 6197.1 124.5 gins, the production outlook is much less } 

| optimistic. Sharply reduced automobile p 

MONEY & CREDIT | production, and sinking markets for struc- 5 
All Demand Deposits*__________| ¢ Billions _| Feb. 105.4 1046 1069 turals, oil-country equipment, and plates 4 
Bank Debits*—g $ Billions | Feb. 79.5 84.4 84.5 for machinery and freight cars, now sug- 9 
Business Loans Outstanding—c $ Billions Feb. 30.4 30.5 30.3 gest that the steel rate will do well to - 
instalment Credit Extended*________ § Billions Feb. 3.2 3.5 3.5 | stay close to the 50%-55% range during : 
Instalment Credit Repaid*_________ ¢ Billions Feb. 3.4 3.4 3.3. | the second quarter. é 

: 

FEDERAL GOVERNMENT | | * * * é 
Budget Receipt $ Billions Jan. 4.8 6.0 4.8 y 
Budget Expenditures. $ Billions Jan. 6.0 5.8 6.1 | PERSONAL INCOME STILL DECLINING 
Defense Expenditures__________ $Billions__| Jan. 3.5 3.6 3.7 | —By February, the Department of Com- = 
Surplus (Def) cum from 7/1______ $ Billions. | Jan. (8.0) (67) (7.0) _| ~merce’s measure of personal income had 
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QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 

In Billi f Dollars—S. one ‘ ra 

n Billions of Dollars—Seasonally Adjusted, at Annual Rates fallen about $5.5 billion from its peak - 

1957 a last August. The decline in earned income 

SERIES IV ul iT) IV had amounted to well over $7 billion, but 

Quarter Quarter Quarter Quarter | transfer payments—including social secur- 

GROSS NATIONAL PRODUCT___| 433.0(e) 439.0 434.3 426.0 ity payments and unemployment compen- 

Personal C pti 282.5(e) 283.6 278.9 272.3 sation—had risen by about $2 billion, 

cee Seats Seven 61.0(e) 65.5 65.0 68.5 providing a significant offset. 

Net Foreign Investment 2.5(e) 3.2 3.5 2.4 Judai f weeds | ' 

Government Purchases. 87.0(e) 86.7 86.9 82.8 vaging ‘rom wends In employment, 

Federal 50.0(e) 50.6 51.1 49.0 hours, wages, and business profits, the 
State & Local 37.0(e) 36.1 35.8 33.9 decline in income has continued unabated 
i h rly April, and wage and 

}ERSONAL INCOME 344.5(e) 346.5 342.4 334.5 pe es and ea M P 2 

Tax & Nontax Payments. 43.5(e) 43.6 429 405 salary incomes (the largest single com- 

Disposable Income. 301.0(e) 302.9 299.5 294.0 ponent of personal income) are now ap- 

Consumption Expenditures 282.5(e) 283.6 278.9 272.3 parently about $10 billion below their 

a 18.5(e) 19.3 26.6 21.7 peak of last summer. This decline is some- 
CORPORATE PRE-TAX PROFITS. 40.3(e) 41.8 42.0 45.6 what sharper than was experienced in 

Corporate Taxes 20.5(e) 21.3 27.4 23.3 the 1953-1954 recession; it helps to ex- 

Corporate Net Profit. 19.8(e) 20.5 20.5 22.3 lain some of the weakness in retail 

Dividend Payments 11.7(e) 12.6 12.5 11.5 Pp . 

Retained Earnings 8.1(e) 79 8.0 10.8 trade. A further a by Bagge de- 

cline in trade is also provided by statis- 
P f E J 36.5 : ys . 
SS eee oe =e = tics on the attitudes and expectations of 
THE WEEKLY TREND consumers; several such surveys conducted 
z recently point to a much greater degree 
Week |) Latest Previous Year of concern and caution in consumers’ 
Unit Ending Week Week Ago 
personal outlooks. 
AWS Business Activity Index* 1935-’9-100 Mar. 22 270.4 270.4 292.7 ” - 

MWS Index—per capita*___ | 1935-’9-100 Mar. 22 | 203.3 203.3 224.5 HOUSING—The $1.9 billion housing bill 
steel Production % of Capacity Mar. 30 50.6 52.5 92.4 that became law on April 1, provides for 
Auto and Truck Production Thousand Mar. 29 | 120 105 165 4 A eons 
Paperboard Production Th d Tons Mar. 22 274 272 289 ower etane poymen s on ni anc 
Paperboard New Orders Th d Tons Mar. 22 | 240 250 257 homes, a sizeable increase in Federal 
‘lectric Power Output* 1947-'49-100 Mar. 22 228.1 229.4 226.5 funds for the secondary mortgage market 
Freight Carloading by d Cars Ss | ao? 686 and a continuance of the VA housing pro- 
Engineering Constr. Awards. $ Millions Mar. 27 441 278 359 th a, aiid. 0000. Gulbdiess welcome 
Department Store Sales 1947-9-100 Mar. 22 109 106 113 oa ' rough mia- - BUI c 
D d Deposits $ Billions Mar. 19 55.2 56.0 557 this bill as at least a support to the hous- 
Business Failures Number Mar. 20 | 357 336 318 ing market, and perhaps a significant ex- 

pansionary influence. 
*_§ lly adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d) Excess of dispos- 


able income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial centers. 
(na)—Not available. (r)—Revised. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. 
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1958 Range 1958 1958 
No. of 1958 Range 1958 1958 (Nov. 14, 1936 Cl.—100) High Low Mar. 21 Mar. 28 
Issues (1925 Cl.—100) High Low Mar. 21 Mar. 28 100 High Priced Stocks ............. 203.1 189.7 203.1 202.2 
300 Combined Average .............. 305.9 283.9 305.9 304.6 100 Low Priced Stocks ................ 362.5 334.7 362.5 361.7 
4 Agricultural Implements ........ 216.5 196.5 201.9 205.5 Be BI isckccessectsxccanssnses 685.0 530.5 654.1 659.2 
3 Air Cond. (‘53 Cl.—100) ...... 99.0 87.8 99.0 98.2 4 Investment Trusts ........ aoa 155.4 144.4 151.3 151.3 
9 Aircraft (‘27 Cl.—100) .......... 1070.6 982.2 1011.7. 1011.7 3 Liquor (‘27 Cl.—100) ............ 1029.8 913.4 1029.8 1003.0 
7 Airlines (‘27 Cl.—100) .......... 727.5 638.8 715.7 721.6 5 Eee 374.7 347.2 354.1 357.6 
4 Aluminum (‘53 Cl.—100) ...... 309.1 253.4 309.1 286.3 3 Mail Order ......... 174.4 143.3 173.1 170.4 
ESSER 141.6 125.0 139.2 135.7 4 Meat Packing 146.8 123.6 143.5 140.2 
8 Automobile Accessories ........ 313.2 301.8 310.3 304.6 5 Metal Fabr. (’53 Cl.—100) 161.1 142.2 153.0 150.3 
I akin sccscesnsseianicseces 44.2 41.1 42.3 41.9 9 Metals, Miscellaneous ... 305.2 276.3 302.6 292.0 
4 Baking (‘26 Cl.—100) ............ 32.9 28.5 32.9 32.9 EAS Ue See ee 900.7 841.8 875.5 875.5 
4 Business Machines .................. 950.1 898.2 950.1 941.4 22 Petroleum 687.6 629.7 674.7 687.6H 
IN, 5 ackcseccccerancicosorsecs 540.3 514.6 540.3 524.9 21 Public Utilities ........................ 279.4 258.9 279.4 279.4 
ee 20.1 18.4 19.4 19.6 7 Railroad Equipment .............. 64.7 59.2 64.1 63.6 
4 Communications .................... 92.4 85.7 91.6 90.7 eee 47.1 43.0 45.9 45.0 
OF IIE Sicicisasssenccenceupnenen 122.1 107.5 121.1 118.0 3 Soft Drinks 524.3 445.6 519.9 524.3H 
4... re 810.3 707.3 789.7 810.3H 12 Steel & Iron ... 273.3 249.3 266.1 263.7 
7 Copper Mining ...................... 223.0 184.6 223.0 212.0 EE Garrccatiweucsrenacnred 109.7 103.7 105.7 105.7 
2 Dairy Products ...................... 128.2 115.6 127.1 128.2H I hci ca ecoucenisanesccdinc 651.0 543.4 629.5 651.0H 
6 Department Stores ................ 88.6 78.9 87.1 88.6H 10 Television (‘27 Cl.—100) ..... 32.9 28.8 31.8 32.9H 
5 Drugs-Eth. (‘53 Cl.—100) ...... 275.6 217.2 275.6 271.0 2 RAS eee 117.7 106.9 116.7 116.7 
6 Elec. Eqp. (‘53 Cl.—100) ...... 207.2 199.6 203.4 203.4 3 Tires & Rubber .. 160.9 147.0 150.1 148.5 
2 Finance Companies 635.7 568.8 630.1 624.5 5S Tebaced ...........0.. 130.1 110.9 130.1 129.0 
6 Food Brands ............. 293.1 255.5 285.6 293.1H 2 Variety Stores 265.6 239.3 265.6 265.6 
i 215.0 182.2 215.0 211.4 17 Unclassif’d (‘49 Cl.—100) . 157.8 145.4 157.8 157.8 
H—New High for 1957-1958. 
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Trend of Commodities 





SPOT MARKETS—Sensitive commodities turned downward in the 

| two weeks ending March 28 and the Bureau of Labor Statistics’ 
index of 22 such commodities fell 0.6%, to close at 85.2, not 

| far from the year’s low of 84.4, reached in December. The 

decline occurred despite another gain for foodstuffs which ad- 
vanced 1.0%. This was over-shadowed by weakness in the raw 
industrial materials component, which lost 1.5% and hit a new 
low since 1954. 

The continuing downtrend in industrial raw materials still 
fails to find reflection in comprehensive price indexes of fin- 
ished goods, which remain near all-time peaks. Although some 
hidden price concessions (which do not show up in the indexes) 
are being made, they are not wide-spread enough to spark an 
upturn in demand. 


FUTURES MARKETS—Futures prices were decidedly mixed in the 


two weeks ending March 28. Among raw industrial materials, 


hides, rubber and wool tops declined while copper and cotton 


were higher. In foods, wheat was down but cocoa and coffee 


strengthened. 


Wheat futures were heavy during the period under reviev. 


The May option gave up 4 cents to close at 21714. Congre:. 


sional legislation to freeze 1958 wheat supports at the 1957 
level had little effect as the President’s veto was expectd. At 


one point last month, the price of cash wheat exceeded the effe: 


tive support level, attracting some redemptions of wheat in the 


loan. However, it is still uncertain as to whether the withdrawals 
were sufficient to avert a shortage in supplies of “free” whea:. | 






























: WHOLESALE COMMODITY PRICES 
; 130 1 
| % ALL COMMODITIES 
ie 1947-49 = 100 
is 1 20 120 NON.-FARM PRODUCTS 
“| 110 110 
| 1947-49 — 100 
100 100 
90 90 
P 80 80 PROOUC 
1958 
60 60 TrMAMISASOND IFMA ASOND.s 
1951 1952 1953 1954 1955 1956 1957 1958 1956 1957 1958 
BLS PRICE INDEXES | innate. i. tai 95 __BLS INDEX 22 BASIC COMMODITIES 
/ 1947-49—100 Date Date Ago Ago 1941 
All Commodities | Mar.25 119.8 119.6 116.9 60.2 93 93 | 
Farm Products | Mar. 25 100.4 100.1 888 51.0 (1947-1949—100) 
Non-Farm Products | Mar. 25 125.9 125.9 125.4 67.0 91 91 
22 Basic Commodities | Mar. 28 85.2 85.7 88.7 53.0 
9 Foods | Mar. 28 90.2 89.3 81.1 46.5 | 8 89 
13 Raw Ind’‘l. Materials | Mar. 28 81.8 83.1 94.3 58.3 
5 Metals Mar.28 83.6 85.4 110.1 54.6 | 
4 Textiles Mar. 28 76.1 76.9 83.0 56.3 | 87 87 





MWS SPOT PRICE INDEX 


14 RAW MATERIALS 
1923-1925 AVERAGE—100 


AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 


1958 1957 1953 1951 1945 1941 





High of Year 150.2 166.3 162.2 215.4 98.9 85.7 
Low of Year 148.4 149.5 147.9 176.4 96.7 74.3 
Close of Year 150.0 152.1 180.8 98.5 83.5 





DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 
1958 1957 1953 1951 1945 1941 











High of Year 158.2 163.4 166.5 2145 1064 84.6 
Low of Year | 154.1 153.8 166.8 189.4 105.9 84.1 
Close of Year 156.5 147.9 176.4 96.7 74.3 
100 
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Apart, theyre liquid. be 


... helping make parts for your car. 
pie I : 


together, they're solid 





your television set, and even your tableware 


THESE TWO LIQUIDS flow as freely as 
water. Yet when poured together they 
quickly turn into a solid — without the 
use of heat or pressure. Harder than 
many metals, the resulting plastic is 
called epoxy. 

Delicate parts for television, radio, 
and other electronic equipment are em- 
bedded in epoxies to protect them from 
moisture and vibration. And, in durable 
tableware, epoxy adhesives seal knife 
blades in their handles with a strong, 
permanent bond. 





BAKELITE, VINYLITE, and KRENE Plastics 
SYNTHETIC ORGANIC CHEMICALS 
CraAG Agricultural Chemicals 


UCC’s Trade-marked Products include 


PYROFAX Gas UNION Calcium Carbide UNION CARBIDE Silicones 
LINDE Oxygen 


PreEstT-O-LITE Acetylene 


Epoxies are so hard that they are 
used to make the huge dies that stamp 
out automobile trunk lids and hoods. 
airplane wing sections and other varied 
shapes. These dies are molded in about 
half the time it takes to shape all-metal 
dies .. . and, at substantial savings. 

Many industries are now looking to 
epoxies to make better things for you. 
Developing and producing epoxies —as 
well as such plastics as vinyl and poly- 
ethylene—is only one of the many impor- 
tant jobs of the people of Union Carbide. 


FREE: Learn how research at 
Union Carbide helps improve 
many of the products you use 
every day. Write for “Products 
booklet G. 
Union Carbide Corporation, 30 
East 42nd Street, New York 17, 
Vew York. In Canada, Union 


and Processes” 


Carbide Canada Limited, 
Toronto. 





NATIONAL Carbons 
PRESTONE Anti-Freeze 
EVEREADY Flashlights and Batteries 


HAYNES STELLITE Alloys 





Dynel Textile Fibers 


ELECTROMET Alloys and Metals 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 


intervals. 
addressed enwelope. 


envelope. 


- f- FP PP 


Give all necessary facts, but be brief. - 
Confine your requests to three listed securities at reasonable 


No inquiry will be answered which does not enclose stamped, self- 
No inquiry will be answered which is mailed in our postpaid reply 


Special rates upon request for those requiring additional service. 





Borg-Warner Corporation 
“IT am a regular subscriber to your 
magazine and would like to receive 
some recent information in regard to 
Borg Warner Corp.” 
B.D., Dayton, Ohio 

Borg-Warner Corp. is broadly 
diversified with manufacturing 
interests mainly in air condition- 
ing, building equipment and ma- 
terials, appliances, automotive 
products, petroleum equipment 
and services, also makes utility 
and steel products, etc. 

Borg-Warner Corp. had record 
sales and only slightly lower earn- 
ings in 1957. Sales volume in 1957 
totalled $608,514,099, represent- 
ing an increase of 1.6% over 1956 
sales of $598,695,774. Net income 
last year amounted to $34,076,578, 
equal to $3.81 a share, compared 
with $35,841,952, equal to $4.01 a 
share in 1956. 

Working capita! as of Decem- 
ber 31, 1957 totalled $190,152,213 
against $182,465,707 as of the 
close of 1956. Net worth at the 
end of last year amounted to 
$304,772,129 against $286,528,391 
at the close of 1956. 

The reduction in earnings last 
year was in common with other 
industries due to the highly com- 
petitive situation which has de- 
veloped in numerous areas of pro- 
duction and sales. This severe 
competition has been particularly 
evident in some of the major in- 
dustries with which Borg-Warner 
is identified. A significant contrib- 
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uting factor to today’s increasing 
competition is industry’s excess 
productive capacity. Many com- 
panies are seeking to maintain a 
high volume despite a recession in 
customer demand, resulting in the 
creation of unrealistic competitive 
prices that have adversely affected 
profit margins. 

The company’s substantial re- 
serve of working capital will per- 
mit it to continue an accelerated 
program of expansion and diversi- 
fication of existing facilities and 
make possible the entry into new 
manufacturing and marketing 
fields. 

The corporation continued a 
expand from within and without 
during 1957. Outside acquisitions 
included one of Australia’s larg- 
est automotive parts producers, 
and Lehigh Manufacturing Co.’s 
automobile air conditioning com- 
pressor line and related manufac- 
turing facilities. In addition, 
manufacturing operations began 
last year in a new factory in 
Brazil. This plant which is an 
affiliate of Borg-Warner Interna- 
tional Corp. is expected to become 
Brazil’s largest source of automo- 
tive clutches. 

Internal growth was also sub- 
stantial, including a $10 million 
chemical plant built by the Mar- 
bon Chemical Division at Wash- 
ington, West Virginia. All told, 
capital outlay for new plants and 
equipment exceeded $26 million 


last year, including approxi. 
mately $3 million for retooling the 
Norge Division’s new refriger 
ator-freezer line for 1958. 

Early this year the quarter]; 
dividend was reduced from 6( 
cents to 50 cents per share. 

The company has an experi. 
enced and able management anc 
is developing new products that 
offer good long term promise. 


Pittsburgh Consolidation Coal Co. 


“T have recently subscribed to you 
publication and find it very informa 
tive. I would appreciate receiving data 
on Pittsburgh Consolidation Coal Co.’ 

E.N., Arlington, Va 


Pittsburgh Consolidation Coa! 
Co. is the largest commercial pro- 
ducer of bituminous coal, reserves 
are large and were increased 
through the acquisition of Poca- 
hontas Fuel Co. on December 31, 
1956. Company has a strong trade 
position and operations are ver) 
efficient. 

Net income from operations in 
1957 were $26,673,000 or $2.90 
per share, compared with $21,- 
972,000 or $2.39 per share in 
1956. Credits from disposal of 
mine properties in 1956 amounted 
to $15,474,000. 

The 21% gain in earnings was 
attributed to the effects of the 
company’s capital improvement 
program and more efficient opera- 
tion of its modern mining equip- 
ment, as well as to the excellent 
labor relations within the _ in- 
dustry. 

The company is convinced that 
the bituminous coal industry will 
share in the country’s progress, 
and in fact play an important 
part in furthering it. The last two 
years have witnessed large capital 
expenditures by the company for 
new production and transporta- 
tion facilities. Capital expendi- 
tures in 1957 mounted to $39,627,- 
000, compared with a record out- 
lay of $42,388,000 during 1956. 
Partly as a result of the heavy 
capital expenditures, working 
capital decreased from $108 mil- 

(Please turn to page 120) 
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Over-all operating costs of our 
Rockmart, Georgia, plant will be reduced 
20% by the new raw and finish grinding 
installation and raw material handling 
facilities indicated here. 


New kiln installed at our Nashville, 

Tennessee, plant reduces fuel consumption 
about 35%. Other cost-saving improvements 
are being completed here. 


The Marquette year 






Emphasis shifts from expansion 
to improved operating efficiency 


Now that new cement producing capacity has overtaken 
present and near-future demand in both our marketing area Large scale 
and the nation, we are accenting plant modernization to modernization 


raise operating efficiency and lower production costs. In 1957 . eal 
1958 authorizations 


we replaced older sections in two plants and this year a major . 
for capital expenditures 


improvement program has been undertaken at another plant. 


‘ : Rockmart, Ga., plant $3,702,190 
Cement consumption in our 18-state market dropped Satiudilie, Tinn.,atent 
7% in 1957, in line with the countrywide trend. Neverthe- (to complete 1,008,670 
. zi Superior, Ohio (stripping shovel 1,345,000 
less, both our shipments and dollar sales were up and net in- Cape Cizeniven, Mo..plont onn.ene 
come was substantial. For 1958 we are hopeful that increased Replacements and miscellaneous 
° Se ° { improvements at all locations 1,555,400 
slab laying on the nation’s new highways may serve to Stew sew enntesial Gipedita 179,670 
regain the volume loss suffered by the industry last year. $8,025,930 
Estimated portion to be 
expended in 1958 $5,676,190 


Operating ten cement producing plants 


M y.% R Q U E y 3 _ } > C e Peet e nt in Illinois, lowa, Ohio, Missouri, Tennessee, 


Mississippi, Georgia and Wisconsin 


MANUFACTURING COMPANY Annual capacity 16,500,000 barrels 





Executive Offices 


Financial Highlights 
We will be pleased to send | 











you a copy of our 1957 20 North Wacker Drive 
Annual Report on request 1957 1956 : 
MIS co ncpeccbimansae $47,750,482 | $43,558,363 H Chicago 6, Illinois 
a re 7,306,933 7,376,467 
Earned per common share 2.71 2.74 } 
Common shares........ 2,625,000 2,625,000 r 
Common dividends } ; 
Total for the year...... 1.40 1.30 | 
Annual rate at year end 1.40 1.40 
; 


* Not including possible tax savings from expanded 
depletion allowances, 

















Chemicals Show High 
Diversity Through 1958 





(Continued from page 89) 


pharmaceuticals and other drugs. 
In addition Lederle is one of the 
nation’s foremost research organi- 
zations, and recently caused a 
mild sensation with a new drug 
that promises great benefits to 
leukemia victims. 

Formica Corp., another recent 
addition to the Cvanamid fold is 
a major supplier of this new-type 
building material—and in addition 
Cyanamid produces a broad line 
of synthetic fibers, adhesives, sur- 
gical products and pigments, as 
supplements to its basic chemical 
products. 

Reflecting this diversification 
and its excellent management 
American Cyanamid had another 
successful year in 1957. Earnings 
advanced for the fourth consecu- 
tive year, rising to $2.42 per share 
from $2.11 the year before. Divi- 
dends, though traditionally small 


rose to $1.60 per share from 
$137!4 in 1956. Finances re- 
mained particularly strong, al- 


though cash was less than in the 
previous year, owing to some $85 
million in capital expenditures 
during the year. Actual cash earn- 
ings amounted to over $5.00 per 
share. 

The basic stability of its mar- 
kets, and the excellent growth 
potential of new products indi- 
cates another satisfactory year 
for Cyanamid in 1958. 

Du Pont, one of the country’s 
largest industrial organizations 
also provides an outstanding ex- 
ample of success through new 
product development. Over the 
years the company’s record is 
almost without parallel, and there 
is every indication that the proc- 
ess will continue. 

For one thing, du Pont is one 
of the few American corporations 
that encourages basic scientific 
research on a large scale. It is 
expensive, adding up to $15 mil- 
lion in 1957, but the discovery of 
only one item like nylon is well 
worth years of less profitable 
outlays. 

In 1957 du Pont set a new sales 
record, just barely missing the 
$2 billion mark. The sales advance 
of 4.3 per cent was the smallest 
in several years, but with its tra- 
ditionally efficient operations that 
keep profit margins above 20 per 
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cent, earnings also advanced mod- 
estly to $8.48 per share from $8.19 
in 1956. In both of these years 
$2.55 in earnings came from the 
General Motors investment. 

In 1957, du Pont spent $220 
million on additions to its plants 
and will probably spend at least 
that amount this year. Six new 
plants for the production of 
“Lucite”, orlon, silicons and cello- 
phane are already under construc- 
tion. 

Du Pont’s wide diversification 
and its dominance in several im- 
portant chemical fields assures its 
continued growth over the years. 
For 1958, however, weakness in 
synthetic fiber markets and slower 
sales to the auto industry may 
bring a temporary halt to the up- 
ward sales and earnings trend. 
Moderately lower results can be 
expected. 

Union Carbide, the nation’s sec- 
ond largest chemical company 
demonstrated last year that large 
companies are also having diffi- 
culties with profit margins. Sales 
advanced over 5 per cent for the 
year despite a prolonged strike 
at the Linde Air Products Divi- 
sion, but increased costs and the 
debilitating effects of the strike 
cut profit margins enough to drop 
earnings by almost 7 per cent. On 
a per share basis, Carbide real- 
ized $4.45 in 1957 comvared with 
$4.86 a vear earlier. 

Reflecting its widescale_ re- 
search programs and a carefully 
screened acquisition program, 
Carbide’s product lines read like 
a catalog of the chemical industry, 
ranging all the way from basic 
chemicals through plastics, indus- 
trial gases and nuclear products. 
With such broad coverage, sales 
should advance further in 1958, 
and peaceful labor conditions at 
Linde should help matters. Never- 
theless, basic chemical sales will 
probably continue weak and in- 
creased competition can be ex- 
pected for some of the company’s 
plastics lines. As a result, profit 
margins will continue to narrow, 
especially if the present signs of 
overcapacity continue for a num- 
ber of plastic products. Earnings 
moderately below the 1957 figures 
are probable, making the coverage 
on the $3.60 dividend narrow. The 
company’s excellent financial posi- 
tion, however, should protect the 
current dividend rate. As stock- 
holders know however, Carbide 
usually pays out a high percent- 
age of its earnings in dividends, 
and has, in fact, averaged over 
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70 per cent since World War I 
days. 


Specialized Companies Have 
Clouded Outlook 


In general the narrower the 
sales base, the more acutely chem- 
ical companies are feeling the re- 
cession. Thus a whole raft of com- 
panies in petrochemicals, sulphur 
and other basic industrial chemi- 
cals had fairly sharp earnings de- 
clines in 1957 and can expect more 
of the same in the current year. 
Pittsburgh Coke’s per share net 
dropped to $1.98 from $3.03 in 
1956 ; Koppers receded to $3.86 per 
share after netting over $5.00 the 
year before; Commercial Solvents, 
which is trying hard to get a 
diversification program underway 
had another declining year, this 
time to 53¢, necessitating the halv- 
ing of its dividend; and Texas Gulf 
Sulphur, in the throes of a price 
war with Mexican producers also 
cut its dividend in half after 
earnings dropped to $1.75 from 
$2.81 the previous year. Freeport 
Sulphur, on the other hand, which 
has diversified into metals and oil 
production and chemical deriva- 
tives from these new fields, with- 
stocd the sulphur “break” fairly 
well. Its earnings eased to $5.19 
per share but compared with the 
$5.35 earned in 1956, last year’s 
results were not out of line with 
other important chemical com- 
panies. 

On the other hand, the nation’s 
agricultural chemical producers, 
who for a while had their own 
private recession were among the 
better performers last year. Inter- 
national Minerals & Chemical stil! 
derives almost 70 per cent of its 
revenues from agricultural chemi- 
cals despite substantial progress 
along the diversification trail. 
Sales were almost 10 per cent 
higher in the 1957 fiscal year, and 
in the absence of strikes profit 
margins widened enough to bring 
about a 30 per cent rise in net to 
$2.81 (from operations) against 
$2.14 in 1956. Last year a non- 
recurring profit raised net by an- 
other 31¢ a share. Sales have held 
up in the current year, and earn- 
ings approximating 1957 figures 
seem likely. 


Other Major Companies 


Dow Chemical, a company with 
an exceptionally fine growth rec- 
ord appears to have levelled off 
for the present. Sales are moving 
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a DOS. was a year of continued growth which has char- { 
vy acterized Gulf Oil’s history, especially in recent years. | 
“ Worldwide, major activities showed healthy gains | 
if which added substantially to the Company’s financial i 
e growth and stability. 
oo At year end, Gulf’s assets topped $3.2 billion and net 
mn income exceeded $354 million—increasing from over $2.8 Hi 
rt billion and $282 million, respectively, in the year. 
; Salient figures from our 1957 Report are presented here. Vv 
A- ip 
h- 
ly 
9 
siuxewereekeae&eae&ekaereeereaeaekeae kee x 
th 
wll CONSOLIDATED FINANCIAL DATA 
'S 1957 1956 
S. = —— 
mn I RAMU TDi 5 sata se, ce snk br Bossi wii ew Ace asace esa $ 354,284,000* $ 282,658,000 
1e Net Income Per Share (based on shares at end of 1957)... $11.38* $ 9.08 
r= Ore $ 73,823,000 $ 69,244,000 
~ Cash Dividends Paid Per Share..............0.0000. $ 2.50 $ 2.50 
i. ig cick akiwdwn ewe ealeaen Wee aee 5% 5 %o 
ss NUNN IN oe nay eis lig a: ccs pital wiacaild) ia ace: « 2a BG asses $3,240,571,000 | $2,872,270,000 
il. Sales and Other Operating Revenues................ $2,730,085,000 $2,339,715,000 
nt Capital Expenditures . .. oc. ccc eee ese eens $ 546,453,000 $ 465,950,000 
Depreciation, Depletion, etc. .............002.00 00 $ 252,265,000 $ 217,185,000 
ra *Includes profit of somewhat less than $1 per share from sale of Texas Gulf Sulphur Company stock 
st 
n- OPERATIONS DATA—DAILY AVERAGE BARRELS 
id (Includes Gulf’s equity in companies less than 100% owned) 1957 1956 
Gross Crude Oil, Condensate, & Natural Gas Liquids Produced 1,253,775 1,087,097 
Net Crude Oil, Condensate, & Natural Gas Liquids Produced 1,151,438 997,452 
Crude Onl Processed of Refineries... .. 2.06. cece cane 682,215 667,874 
I Rn se eS ig gy sak ois es Ua 747,198 698,277 
th Motural Gas Liquids Sold . ww eee cee wsce 106,301 111,877 
ff (For a copy of Gulf’s Annual Report, write to Room 1300, P. O. Box 1166, Pittsburgh 30, Pa.) 
> 
ng 
% &@W&nkeektevwtweetex#tweFe+tke?e*e+t+#k<t*<+*wxe#eeFke#kt et ke ee 
ET 











up slowly, especially since the ac- 
quisition of Dobeckmun in August 
1957, but profit margins have 
failed to improve. Part of the diffi- 
culty is the weakened price struc- 
ture for styrene and magnesium, 
but basically it is start-up ex- 
penses from the companies ex- 
tensive new plant additions that 
are hurting current operating re- 
sults. In the longer run however, 
the new facilities should con- 
tribute importantly to earnings. 
The present expansion program is 
one of the largest in the country 
in relation to the company’s size 
and should stand Dow in good 
stead over time. Cash earnings of 
over $5.00 ver share compared 
actual earnings of $2.25, indicate 
the extent to which the program 
is holding down reported earn- 
ings. 


Investment Summary 


Chemicals companies, in gen- 
eral, have been less_ severely 
affected by the current recession 
than other industrial groups. 
Nevertheless, several corporations 
have experienced a noticeable eas- 
ing in their business since the 
start of the fourth quarter of 1957 
—and almost all companies in the 
group are having some difficulty 
maintaining their profit margins. 

All in all, the companies turn- 
ing out basic industrial chemicals 
are feeling the most severe pinch, 
but others, notably the synthetic 
fiber producers are also facing 
some difficulties. The strongest 
situated are those companies with 
wide diversification, especially in 
the plastics and new exotic metals 
fields. But even in these fields, 
competition is keen enough to hold 
earnings betterment down to mod- 
est proportions at best. In a par- 
ticularly favored position right 
now are the explosives manufac- 
turers such as Hercules Powder, 
especially if road building and 
other public projects such as dams 
and harbors should be pushed by 
the federal government. 

In plastics, some troubles are 
arising from  over-capacity as 
scores of new companies are at- 
tracted into the field each year. 
Nevertheless, the real growth po- 
tential in plastics is not in the 
earnings to be derived from exist- 
ing products, but from the bright 
promise of new lines through ex- 
tensive research. 

In all, then, 1958 appears to be 
shaping up as a static year for 
the chemical industry. Sales will 


grow, but not as much as in re- 
cent years, and earnings, except 
for the most favorably situated 
corporations, will recede moder- 
ately. At their still high price 
earnings ratios and low yields, 
few of the stock are attractive for 
purchase now. Investment posi- 
tions in the better grade compa- 
nies should be held, however. 
—END 





Assessing 1958 Possibilities 
for the Drug Companies 





(Continued from page 93) 


that the adjusted price of the stock 
advanced from a low of 2414 toa 
high of 4814 last year, in part due 
to purchase of a block of stock 
in the open market by Revlon, 
Inc. At the current price of about 
43, this stock is selling at a fairly 
moderate price-earnings ratio, al- 
though the yield is only 2.8%. The 
issue offers the prospect of 
further growth, although not 
without an element of risk. 


In the accompanying table, we 
have listed leading drug com- 
panies with statistics on earnings, 
dividends and prices, as well as 
brief comments on each company. 

While we have favored the drug 
stocks for some time, it is well to 
remember that most of these is- 
sues have advanced sharply in 
price in the past year. Therefore, 
investors should exercise caution 
in the selection of new commit- 
ments and should time new pur- 
chases carefully. —END 





A Contrast in Performance 
Olin Mathieson—Gen. Tire 





(Continued from page 81) 


paper, lumber, and some chemi- 
cals, which could not be com- 
pletely offset by the gain achieved 
by the Squibb drug and pharma- 
ceuticals division and other divi- 
sions. 

Net income per share was the 
lowest since 1949, and was about 
8% below 1956, even if we elimi- 
nate from the earlier year the 
non-recurring profit realized at 
that time on the sale of timber 
lands and other assets. In the 
fourth quarter indicated earnings 
from operations (derived by de- 
ducting results for the first nine 
months from those for the full 
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year) were down about 13% from 
the same period a year earlier, 
but may have been affected by 
year-end accounting adjustments. 

General Tire enjoyed an _ in- 
crease of 8% in volume in the 
fiscal year ended November 3), 
1957 over the previous 12 months, 
although sales of the final three 
months fell below those of the 
same period of 1956. Net income 
gained about 4%, but because of 
the conversion of almost $6.0 mil- 
lion of preferred into commcn 
during the year, per share earn- 
ings were about 5% below those 
of the preceding year. 

So far as the individual stoc\- 
holder is concerned, then, General 
Tire did better by him in 1957 
than did Olin Mathieson, in that 
General Tire’s per share income 
declined less than half as much 
(10 cents a share vs. 24 cents a| 
share) as did that of Olin Mathi-- 
son, but the difference in per- 
centage change was not great-— 
5% for General Tire; 8% fcr 
Olin Mathieson. 

The stock of General Tire & 
Rubber turned in much the more 
creditable price performance in| 
the last 13 months. When our pre- | 
vious article on the two compza- 
nies was published in March 1957, 
General Tire stock was selling for 
a price equivalent, after adjust- 
ment for the subsequent stock 
split and stock dividend, to about 
22 on the present stock. The issue 
rose steadily with the rest of the 
market to the year’s high of about 
32 in July, then fell back in Sep- 
tember and October to about the 
March level. Marked recovery in 
the last two months of 1957 
brought the issue to 30 at the close 
of the year. Since then General 
Tire stock has exhibited a slowly 
declining trend, and when this 
was written was selling at about 
28, which represented a net ad- 
vance of a little more than 25% 
in the thirteen months. 


Olin Mathieson stock followed 
a price pattern similar to that of 
General Tire between March and 
July 1957, with almost the same 
percentage gain from around 44 
to the year’s high of about 62 in 
July. In each subsequent month, 
however, quotations sank lower 
and lower, and the issue ended the 
year near its low of about 38. In 
1958 Olin Mathieson stock was 
fairly stable until about mid- 
March. At the time this was writ- 
ten, however, the stock had just 
made a low for the year to date 
around 36, or about 18% below the 
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STAN DARD OIL COMPANY ovpvianxay 


and Subsidiaries Report 
Earnings Steady in 1957; Dividends Paid for 64th Consecutive Year; 
Income Tops $2 Billion for First Time 


*RODUCTION of crude oil and natural gas liquids and of natural 
as reached record totals in 1957 despite the sharp decline in 
domestic crude oil production when the Suez crisis ended. Our 
omestic production for the year was up 4.3 per cent, substantially 
10re than the domestic industry gain of about 0.3 per cent. A 
number of concessions were acquired in Venezuela. Our wildcat 
crilling program was expanded. Our success ratio in unproved areas 
was considerably above the industry average. Despite record pro- 
uction we were able to increase our proved reserves of crude oil and 
natural gas liquids, and of natural gas in a year when industry 
‘serves of crude and natural gas liquids declined. 


RESEARCH brought about important advances in 1957. The Ultra- 
forming process was improved. Octane needs can now be met with 
« catalyst containing only half as much platinum as was previously 
required. We improved our Isomate process for raising the octane 
rumber of the lighter portions of gasoline. We perfected a jet fuel 
hat will meet the needs of future types of supersonic airplanes. 
‘esearch on greases led to a new line of industrial greases far 

iperior to any on the market. In the oil finding field, advances were 
:nade in the use of high-frequency recording techniques. Royalty 
income from licensing our processes was the highest in many years. 


MANUFACTURING. Greater efficiency, cost control and quality 
nprovement were of primary concern in 1957. Our current objec- 
tive is to replace older and less efficient units where needed with 
urger, better, and more automated facilities. More economical 
operations and better products will result. 


MARKETING. The introduction of Gold Crown super-premium gaso- 

ine and improved Red Crown throughout the parent company 
territory was a great success, helping the parent company to gain 
substantially in total volume of gasoline sold. Consolidated com- 
pany results for the year, however, showed practically no change in 
ales volume of all products. This was about the same result as 
for the industry as a whole. 


NET EARNINGS of our consolidated Company in 1957 were 
$151,509,000, as compared with $149,432,000 in 1956. The 1957 


results were reduced $5,886,000 by a special charge resulting from 
abandonment of our synthetic gasoline and chemicals plant at 
Brownsville, Texas. Per share earnings, based on an average of 
35,520,999 shares outstanding during the year, were $4.27. This 
compares with $4.33 a share in 1956, when the average number of 
outstanding shares was 34,487,352. Total income for the year was 
$2,029,689,000, the first time in our history it has passed the $2 
billion mark. This was 6.2 per cent greater than in 1956, an increase 
due largely to higher revenues from sale of crude oil and refined 
products. 


DIVIDENDS. In line with our policy of paying dividends approxi- 
mately equal to one-half of earnings, regular cash dividends were 
supplemented in the fourth quarter with a special dividend in 
Standard Oil Company (New Jersey) stock. Dividends paid, includ- 
ing the market value on date of distribution of the special fourth- 
quarter dividend in Standard Oil Company (New Jersey) stock, 
amounted to $2.11 per share. Dividends were paid in 1957 for the 
64th consecutive year. 


CAPITAL EXPENDITURES AND BORROWINGS. Our capital expendi- 
tures for the year increased substantially to $340,274,000. The 
increase was due to the purchase of concessions costing yoo 
$50,000,000 in Venezuela. These heavy expenditures during 1957 
involved no increase in net borrowings, which at 12 per cent re “0 - 
sent the lowest ratio to total assets since 1946. 


EMPLOYEES. Our continuing efforts to control costs by making 
more effective use of our manpower led us in 1957 to reorganize 
parent company sales activities and to streamline various other 
parent company and affiliate functions. Thousands of our employees 
are Standard Oil stockholders. The loyal service of our employees 
is one of the main factors in our continued progress. 


STOCKHOLDERS at year end numbered 148,400, an increase of 5,200 
over the year before. Our stock continues to be one of the 50 most 
widely held by the nation’s leading investment trusts. In number 
of stockholders, we rank eleventh among all U. S. industrial corpo- 
rations and fourth among U. S. oil companies. 





CONSOLIDATED STATEMENT OF EARNINGS 
For the Years 1957 and 1956 


THE STORY IN FIGURES 
1987 





1956 


FINANCIAL: 


ee $2,030,000,000 1,912,000,000 
Net COPTINGB ... oes cess $ 151,510,000 149,430,000 
Net earnings per average outst tanding share $ 4.27 4.33 
Dividends paidt 56,300,000 55,360,000 
Dividends paid per share} 2.110 2.307 





1957 1956 
INCOME: 
Sales and operating revenues........... $2,010,114,857 $1, 890,2 227,573 


Dividends, interest, and other income. . . 
co een 


DEDUCTIONS: 


Purchased crude oil, petroleum products, 
and other merchandise... . 

Operating, selling, and administrative ex- 
OT SEER 

State, local and miscellaneous taxes (not 
including taxes amounting to $361 ,380,000 
in 1957 and $326,779,000 in 1956 col- 
lected from customers for government 
agencies). 

Depreciation, and amortization of emer- 
gency facilities.... . 

Depletion, amortization of drilling and 
development costs, and loss on retire- 
ments and abandonments............ 

I I os ps ip-e.e0.0'0'6-0:6.6:0\0'0'0-0:6 

Federal taxes on income... 

Minority interest in net earnings of sub- 
sidiaries . ‘i 


Total deductions.............. 

Net earnings before special charge........ 
Special charge: 

Loss on abandonment of synthetic gaso- 

line and chemicals plant after applicable 

er ever se eerie 


oe er ee eer re errr 


19,574,222 











$2,029,689,079 


$1,911,540,141 





$ 959,164,342 


654,361,663 


59,320,487 
104,164,438 
59,538,133 


9,397,389 
26,348,000 





$ 909,613,641 


597,244,936 


93,943,392 


62,119,970 
9,368 824 
36,478,000 


687,095 





$1,872,294 ,452 


$1,762,108,431 





$ 157,394,627 


5,885,602 


$ 149,431,710 





$ 151,509,025 


$ 149,431,710 








Copies of the 1957 Annual Report are available on request. 
Write Standard Oil Company, 910 S. Michigan Avenue, Chicago 80, Illinois. 





Earnings retained in the business... 

Capital expenditures 
po fe errrre 
Net worth 


PRODUCTION: 
Crede oil and natural gas liquids, barrels 
per day, net..... 
Natural gas, thousand cubic feet per day, 
net 
Oil wells owned, net (year end) 
Gas wells owned, net (year end) 


MANUFACTURING: 
Crude oil and natural gas liquids proc- 
essed, barrels per day . 
Crude running capacity, 
(year end) 
MARKETING: 
Refined products sold, barrels per day. . 
Retail outlets served 
— al gas sold, thousand cubic feet per 


barrels per day 


TRANSPORTATION: 
Pipelines built, miles......... 
Pipelines owned, miles (year end). 
Pipeline traffic, million barrel miles... . 
Tanker and barge traffic, million barrel 
Ns 6.8 one 6i0:050860,0 002602002 4000% 


PEOPLE: 
Stockholders (year end).............+4. 
Employees (year end). ............+0++ 
Wages and benefits 








$ 

$ 

$ 95,210,000 
$ 340,300,000 
$ 


000,000 


2°012'000.000 
56.26 


307,500 
1,298,000 
10,722 
2,085 


648,076 
714,000 
662,676 

29,870 


1,391,315 
341,594 


175 
17,370 
156,600 


86,120 
148,400 


49,680 
$ 370,100,000 


94,070,000 
291,900,000 
2,425,000 000 
1,900,000 000 
53 71 


294,855 
1,154,000 
10,451 
1,973 
642,343 
703,500 


664,046 
29,890 


1,264,370 
336,930 
250 
17,480 
156,400 


94,870 
143,200 


52,010 
358,600,000 


t Dividends paid”’ include the value on this Company’s books of the Standard 
Oil Company (New Jersey) stock distributed as 2 dividend. 
per share”’ include the market value of the Jersey stock on date of distribution. 


“Dividends paid 








level of thirteen months earlier. 

Clearly, a difference in earnings 
results of only two percentage 
points in a year is hardly suffi- 
cient to account for one stock ad- 
vancing 25% while the other 
declined 18%. There were a num- 
ber of other developments which 
probably contributed to the better 
price performance of General Tire 
in the period under review. 

One was obviously dividend ac- 
tion and prospects. Olin Mathie- 
son is still paying the 50 cents a 
share quarterly it was distribut- 
ing a year ago, but earnings cov- 
erage of this rate has become so 
thin as to raise questions about 
its continuance. General Tire, on 
the other hand, is now paying 
1714 cents a share quarterly com- 
pared with 1614 cents a share 
quarterly a year ago. While the 


increase is small in absolute 
amount, it is equivalent to a 6% 
gain; it is in the right direction; 
and the present rate is covered 
by an ample margin. 

Perhaps more important from 
the point of view of stock prices is 
the fact that the General Tire stock 
was split, three-for-one in Sep- 
tember 1957, and last month’s cash 
distribution was supplemented 
with a 2% stock dividend. Neither 
of these actually adds anything 
to what stockholders had before, 
but stock splits and stock divi- 
dends usually result in higher 
prices for the stock to which they 
relate. 


Varying Stakes in Missiles 
and Rockets 


Military developments may also 
































Income Data 
Net Income _Deprec. Net Earnings 
Sales Tax & Deplet. Net Profit Per 
(Millions) Income Margin Share 
GENERAL TIRE & RUBBER 
1953 $205.3 $ 4.1 $ 3.8 $ 6.2 3.0% $1.49 
1954 216.9 2.7 4.6 45 2.0 .93 
1955 295.7 10.0 a7 9.7 3.2 2.56 
1956 390.4 10.9 7.9 10.8 2.7 2.30 
1957 421.1 8.0 10.4 11.3 2.6 2.12 
CLIN MATHIESON CHEMICAL 
1953 $496.0 $42.9 $10.4! $33.0 6.6% $2.77 
1954 502.4 30.4 18.9 38.0 7.5 3.11 
1955 560.4 37.8 19.5 44.5 7.9 3.36 
1956 598.1 34.3 23.4 44.7 7.4 3.38 
1957 592.8 31.0 25.5 36.3 6.1 2.67 
Balance Sheet Data 
General Olin 
Tire & Mathieson 
Rubber Chemical 
(11/30/57) (12/31/57) 
(Millions) 
Long Term Debt (Stated Value) $ 71.0 $307.7 
Preferred Stock (Stated Value) $ 24.8 $ 21.3 
No. of Common Shares Outstanding (000) 4,664 13,272 
Capitalization $101.3 $405.2 
Total Surplus $ 85.6 $295.2 
Cash and Marketable Securities $ 10.2 $ 96.3 
Inventories, Net $ 62.2 $153.5 
Receivables, Net $ 77.0 $ 75.0 
Current Assets $149.4 $335.8 
Current Liabilities $ 70.0 $ 84.0 
Net Working Capital $ 79.4 $251.8 
Current Ratio (C. A. to C. L.) 2.1 4.0 
Net Property $ 72.4 $370.5 
Total Assets , $261.3 $792.3 
Book Value Per Share $ 19.44 $ 28.30 
Recent Price of Common Stock 25 37 
Price-Earnings Ratio : 11.7 13.9 
Indicated Dividend for 1958 $ .70- $ 2.00 
Dividend Yield 2.8% 5.4% 
1_Mathieson Chemical only. 
2—Plus stock. 
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have attracted investors to Gen- 
eral Tire stock in the last six 
months. The launching of the 
Soviet satellite, Sputnik, gave a 
new impetus to the already pro- 
nounced trend of U. S. military 
expenditures in the direction of 
missiles. 

Aerojet-General, whose busi- 
ness is the production of prope'- 
lants and components for missiles, 
is considerably more important to 
General Tire than are Reaction 
Motors and Marquardt Aircrait 
to Olin Mathieson. Aerojet-Gen- 
eral is estimated to have contrib - 
uted about a third of Generz| 
Tire’s consolidated earnings in the 
recent past. Aerojet-General is 
now the most completely inte- 
grated rocket and missile fuel 
company in the industry, supply- 
ing the power for the Bomare, the 
Titan, and the Vanguard sate'!- 
lite. In addition, Aerojet-Generz| 
makes parts for such well-known 
missiles as the Nike, the Regulus, 


the Tartar, the Sparrow, the 
Hawk, and the Hustler. 
Olin Mathieson’s work in the 


field of high-energy fuels is re- 
sponsible currently for only about 
2% of its volume, and no income 
is being realized from its invest- 
ments in the two rocket and fuel 
makers. Thus the company is 
much less glamorous from the 
missile viewpoint. 


New Products Give Edge to 
General Tire 


General Tire has had the ad- 
vantage, too, in the last year, of 


more success for its new and 
promising products. The com- 
pany’s twin-treaded “Dual 90” 


passenger car tire was a “first” 
without a competitive rival and 
gave General Tire’s distributors 
such an advantage that the com- 
pany captured a larger share of 
the replacement tire business than 
heretofore. 

About the middle of last year 
General Tire announced that it 
would convert all of its facilities 
formerly used in the production 
of foam rubber to a newly-devel- 
oped polyether-based urethane 
foam (“Polyfoam”) of which 
President William O’Neill said: 
“The versatility of this new prod- 
uct, coupled with its incredible 
strength and durability will make 
all other cushioning materials as 
out-dated as feathers.” It was re- 
ported that ‘Polyfoam’ could be 
made at half the cost of previous 
polysters, and that it weighs less 
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Few spectacles of nature are so awesome as the 
iceberg. Hundreds of yards in length, it rises 
100 feet or more above the sea, with crests or 
minarets spiring higher to 200 and even 300 feet. 

Yet, only about one-eighth of an iceberg’s 
mass rides in view. The great bulk lies hidden 
in the ocean depths. 

Similarly unseen by most of the public they 
at it serve are the far-flung facilities of petroleum 
ilities enterprise —towering derricks in the oil fields — 
iction mighty refineries—thousands of miles of pipe- 
Jevel- Mammoth as it may appear to _jine— fleets of ocean-going tankers— wonderful 
thane the ra eee iceberg - normally {modern laboratories. 

4 eight times the size of its vis- . : = ‘ 
which ible portion. Seven-eighths lies Costly ? Yes—the capital invested in the busi- 
said: submerged and unseen be- ness of a major oil company such as Cities 
prod- neath the surface. Service exceeds a billion dollars. Without these 
edible facilities and the skilled men and women who 
_ operate them, the American petroleum job could 
oe) =. not be done... and petroleum, next to food, is 
ld be America’s most vital product today. 
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than half as much as foam rub- 
ber. Later, in the annual report, 
Mr. O’Neill wrote: “Industry 
analysts predict over 30 million 
pounds of urethane cushioning for 
furnishings will be used by 1960, 
and it is expected that General 
Tire’s ‘Polyfoam’ division will 
dominate this expanding field.” 
The new product on which Olin 
Mathieson has placed most empha- 
sis recently, primary aluminum, 
has in the last six months reached 
a condition of oversupply, and in 
the last month there has been 
price cutting. The company con- 
ceded, in its prospectus for the 
$40.0 million of convertible deben- 
tures, that its aluminum pro- 
duction facilities “‘will commence 
operations during a period when 
the supply of aluminum will ex- 
ceed demand,” but believes that 
through sales effort and the de- 
velopment of new uses for alumi- 
num, Olin Mathieson will “acheve 
a satisfactory percentage of the 
existing market for the aluminum 
products to be manufactured by 
it.” However, “the ability of the 
corporation to conduct its alumi- 
num operations at a profit, and 
the relative profitability of such 
operations, will depend in large 


part on the success of the pro- 
grams to create new demands for 
the white metal. In any event, 
initial operating losses will be in- 
curred in connection with start-up 
of operations. The duration of 
this period cannot be measured 
accurately at this time.” 


General Tire Moving Ahead 


On the basis of the perform- 
ances of General Tire and Olin 
Mathieson, as reported in the 
foregoing paragraphs, it seems to 
us that General Tire & Rubber 
has won the second lap of what 
we think of as the race between 
the two companies. 

Moreover, General Tire’s lead- 
ership is buoyantly optimistic 
about the future, proudly claim- 
ing to be “the fastest growing tire 
company,” and reminding stock- 
holders of the undistributed and 
unconsolidated earnings of for- 
eign subsidiaries (which in re- 
cent years have been equal to 77 
cents to $1.47 a share). 

Contrast this with Olin Mathie- 
son’s cautious generalizations: “It 
is difficult at this time to forecast 
results for the period immediately 
ahead. The corporation is engaged 
in several major American indus- 





A REPORT ON 1957: 


ANOTHER 


RECORD 
YEAR! 


For Virginia Electric and Power Com- 
pany, 1957 was another year of progress. 
Production and revenues set new records. 


Growth was steady and sound. 


Below are some of the highlights of this 
For the complete story of 
Vepco in °57, write for a copy of the 


record year. 


Annual Report. 


To obtain a copy of the 


Aunuai Report, address 
requests to the Secretary. 





Property and Plant 

Operating Revenues 

Balance for Common Stock 
Earnings per share (14,200,000 
shs. 1957—13,200,000 shs. 1956) 
Number of Customers 

Electric Sales—thousands of kwh 
Service Area Peak Load—kw 

Gas Sales—thousands of cubic feet 





1957 HIGHLIGHTS 


Number of Owners of Common Stock 


Increase over 


1957 1956 
$57 4,000,000 $51,000,000 
$129,600,000 $11,802,000 
$ 21,716,000 $ 3,375,000 

$1.53 $.14 
796,000 22,000 

6,187,000 656,000 

1,333,000 120,000 

5,222,000 399,000 

30,500 5,400 











> 


VIRGINIA ELECTRIC AND POWER COMPANY 
700 East Franklin Street, Richmond, Virginia 
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tries and is therefore affected by 
general economic conditions. . . .” 
Investors who may be inclined 
to risk funds in the common stock 
of General Tire & Rubber Com- 
pany on the basis of this favor- 
able comparison should remember 
that despite its performance of 
the last few years, speculative 
features are involved because: 
1. The most rapidly growing seg- 
ment of the business, missile 





propellants and missile mo- 
tors, depends on military or- 
ders which are notably subject | 
to sudden and unpredictab'e 
changes. 
Obligations senior to the con - 
mon stock are large. The re- 
sulting leverage, which works 
in favor of the common stocx 
when earnings are rising, can 
work against the junior issue 
if profits should decline. 

3. Part of the earnings of recert | 
years have been made possib!e | 
by applying against income cf 
RKO Teleradio Pictures ope- 
ating losses of prior years an | 
items charged against reserves 
previously provided. In time 
these will end. 

4. The company’s RKO Teleradio 
Pictures subsidiary is defenc- 
ant, with other companies an: 
networks in a suit brought by 
various song writers for dam- 
ages of $150.0 million. RKO is 
also a defendant in anti-trust 
suits, and is currently involved 
in a dispute with its princi- 
pal distributor, Universal Pic- 
tures, which is claiming addi- 
tional distribution fees under 
its contract. Counsel for RKO, 
however, believes that any lia- 
bilities which may result from 
these actions will not be mate- 


to 


rial in relation to the com- 
pany’s assets and will not 
appreciably affect its financial 
position. 


Finally, President O’Neill, 
whose statements earlier this year 
were highly optimistic, has prob- 
ably already revised his forecast 
for fiscal 1958 after having seen 
the results of operations for the 
three months ended February 2%, 
1958, which showed net income 
down 46% from a year ago, and 
amounting to only 30 cents a 
share, compared with 65 cents a 
share for the like period of fiscal 
1957. Mr. O’Neill now says that 
he does not look for any sharp im- 
provement in earnings until about 
July or August. This suggests 
that fiscal 1958 earnings will 
drop to $1.50 a share or less. —END 


WALL STREET 








by 
” 


ned 
ock 
om- 
yor'- 
iber 
. of 
tive 


sep'- 
sie 





mo- 
or- | 
ject | 
abie 


on - 

re- 
orks 
toc K 
can 
ssue 


cert | 
sible | 
e cf 
pel- 
an | 
rves 
time 


adio 
enc - 
and 
t bv 
lam- 
O is 
rust 
Ived 
inci- 
Pic- 
.ddi- 
nder 
‘KO, 
 lia- 
‘rom 
late- 
com- 

not 
ncial 


eill, 
year 
yrob- 
cast 
seen 
* the 
y 28, 
come 
and 
ts a 
its a 
fiscal 
that 
D im- 
ibout 
gests 
will 
—END 


REET 








Greater Vote Appeal in Tax 
Revision Than in Tax Cut 





(Continued from page T3) 


cisposed of at a gain. That is a 
sample of the approach. It does 
rot loom large in terms of Treas- 
ury income but in combination 
with other moves tends to shift 
the tax load. 


The Route to New Tax Revenues 


In addition to formalizing an 
eatry into the field of loophole 
blocking, the bill has opened wide 
tie subject of tax looseness. Al- 
ready there is legislation, to come 
before the current congress, to re- 
nove the special tax exemptions 
vhich apply to cooperatives. Farm 
cooperatives may be able to with- 
stand the attack; they have fea- 
tures which overlap other areas 
of national policy. The bills are 
aimed at what is considered to be 
treatment prejudicial to mutual 
savings banks, building and loan 
associations, and credit unions 
which operate in direct competi- 
tion with like enterprises which, 
however, lack the cover of mutu- 
ality. The legislation which is to 
be the starting point toward an 
estimated $1 billion in new taxes 
is H.R. 501. Scores of trade 
groups in a dozen areas of enter- 
prise will be knocking at Congres- 
sional doors urging passage. 

Lowered depletion allowances 
have provided huge deductions 
from taxable income of companies 
in the fuel and mineral business. 
Ronald Reagan, motion picture 
star appearing before the commit- 
tee to ask for reduction in the 
higher-bracket taxes and amorti- 
zation of “good years, over good- 
and-bad years” adverted to the 
depletion allowance: “A movie 
actor has about six very produc- 
tive years, if he is lucky, but he 
must pay on all the high income 
of those years. I wish I were an 
oil well!” 

That leads to consideration of 
quick write-off allowances—amorti- 
zation of business investments 
over a relatively narrow span of 
vears. The committee has been 
riven certified proofs that depre- 
‘lation plus writeoff can add up 
o about 50 per cent of an electric 
power company’s investment in 
he first 17 years of a facility 
which has 33-year useful life ex- 
oectancy. 
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Around the world 
with TV ? 


Will you be able someday to 
switch on your TV set and see 
a program broadcast from 
London, Rio or Moscow? Is in- 
ternational television the answer 
to better world relations? What 
impact will such advanced elec- 
tronic communication have on 
business and finance? Few men 
can discuss these questions more 
ably than THE EXCHANGE Maga- 
zine’s guest author for April. 
He’s Edmond Leavey, President 
of International Telephone and 
Telegraph. 

In International Television 
Becomes a Reality, Gen, Leavey 
explains science’s newest trans- 
mission system — Over-the-Hori- 
zon, or O-H, as it’s termed. He 
points out how O-H may make 
global TV possible; also how it 
will aid defense, telephony, auto- 
mation — even oil exploration. 
Here is a clear and fascinating 
look into the future. 


Americans are ‘‘going Dutch’”’ 


A few months ago, $340 million 
in new capital was supplied to 
the Royal Dutch/Shell Group in 
one of financing’s most unique 
transactions. This sparkling 
story tells how it was done, how 
Americans increased their 
ownership in the world’s second- 
largest oil company and how 
such investments help bolster 
the capital strength of our 
friends in the free world. 


You won’t want to miss this 
informative article. 


A Question for the Experts 


How many listed companies can 
boast these three characteris- 
tics? First: quarterly dividend 
payment records of 25 years or 
more. Second: no outstanding 
long-term debt. Third: no pre- 
ferred stock. Find the answer in 
the April issue of THE EXCHANGE 
Magazine. See for yourself, in 
an easy-to-follow chart, how 
these stocks have performed — 
their dividend records, yields, 
numbers of shares outstanding 
and other pertinent facts. 


Other Features 


Also in this issue you’ll read an 
informative digest of the New 
York Stock Exchange’s study of 
public transactions—an analysis 
of buy and sell orders on 2 days 
at “the nation’s market place.” 
There’s a comparison of best 
and poorest performing stocks, 
based on their 1946 highs and 
1957 closing prices, and other 
articles of special interest. 
Every month THE EXCHANGE 
Magazine brings you important 
news of the market and industry. 
Why not begin your subscrip- 
tion with the April number? 
Only $1.00 for 12 issues. Please 
note: THE EXCHANGE Magazine 
is not sold at newsstands; so mail 
your subscription request today. 
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The study disclosed that a tax- 
deductible charitable donation may 
amount to the same thing as a 
legacy to a family member. Pres- 
ent law provides that both a char- 
itable contribution deduction and 
an exclusion may not be claimed 
if the corpus of the charitable 
trust reverts to the grantor. Tax- 
payers have found a way to avoid 
this provision, by having the 
corpus revert to persons closely 
related to the donor. Proposed is 
an amendment which makes it im- 
possible by expanding the mean- 
ing of the word “grantor” to in- 
clude such relatives. Situations 
were revealed where a trust had 





been granted for 10 years or 
more, with none of its earnings 
taxed during the period because 
the incomes were paid to legiti- 
mate charities. The grantor avoid- 
ed taxes on the earnings. Eventu- 
ally the gift money reverted to a 
relative. It illustrates a case where 
it has been possible to remove 
large sums of money from taxa- 
bility without lessening its corpus, 
and then pass it on to heirs. 

A test case on the propriety of 
tax exemption for Foundations has 
been instituted through a request 
to the Treasury that the Fund for 
the Republic be required to pay 
Federal tax. Rep. Francis E. Wal- 
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WRAP IT IN MIRRORS. Miles of aluminum foil for everything from heat-'n-eat meals 
to insulation and car radiators roll from Kaiser's new integrated aluminum plant at 
Ravenswood, West Virginia. It is one of over 115 aluminum foil mills built by Blaw-Knox. 


Record 180,721,000 pounds of 
aluminum foil rolled in 1957— 
most of it on Blaw-Knox Mills 


As fast as versatile aluminum foil can be produced, it is gobbled 
up by supermarkets, food processors, home-builders, defense 


departments 
looks great for foil 
builder of foil mills. 


and a long list of industrial users. The future 
and for Blaw-Knox, the world’s leading 


Throughout industry, Blaw-Knox equipment, engineering 
and research are helping American enterprise build futures. 
If your company is concerned with rolling or fabricating 
metals, with road building, chemicals, processing or com- 
munications — Blaw-Knox is the forward-looking company 
you want working with you. Our brochure, “This Is Blaw- 


Knox,” 
Write for your copy today. 


describes our products and services for industry. 


BLAW-KNOX COMPANY 


1233 Blaw-Knox Building * 300 Sixth Avenue 
Pittsburgh 22, Pennsylvania 


ter of Pennsylvania, wrote to 
Treasury Secretary Robert An- 
cerson complaining that the Fund 
engages more in propagandizing 
and attempting to influence legis- 
lation than in pursuit of its de- 
clared purpose, which is the pro- 
motion of education. 

This will require the Treasury 
to re-explore the bases for ex- 
empting Foundations and, more 
particularly, whether existing 
Funds actually operate within the 
declared intent of Congress. Rep. 
Walter says the Fund for the Re- 
public definitely does not. He said: 
“A staff memorandum (Commit- 
tee on un-American Activities 
staff), documents the lack of ob- 
jectivity on the part of the Fund 
for the Republic to qualify it as 
a bona fide educational or scienti- 
fic organization within the criteria 
established by the Internal Rev- 
enue Code for tax-exempt organi- 
zations. 


Some Dodges 


The Treasury discovered that 
certain tax-exempt institutions 


are paying some of their part- | 


time employees all or almost al! 
of their considerable compensa- 
tion in the form of annuities. This 
gives these employees a special 
advantage if the tax on this full 
amount could thereby be deferred 
until they begin receiving their 
pensions. The Treasury is asking 
Congress to limit to 20 per cent 
the portion of the compensation 
which can be treated as deferred 
income for tax purposes. 

A newly discovered tax dodge 
usually is in litigation 4 or 5 years 
before the decision is finalized. The 
effect of this is to create a backlog 
of business that cannot be admin- 
istratively or legislatively coped 
with: a law to close loopholes en 


acted today will trail avoidance 


gimmicks which have been used 
for 3 to 5 years, much of it shel 


tered under the statute of limita- 


tions. 

There is one major situation 
which defeats efforts to close what 
some consider a gaping loophole, 
and an equally impressive backing 
supports as a proper charge: de 
pletion allowances on natural re 
sources. Here, no one is evading 
a law. Yet many consider the law 
is wrong, and that the percentag« 
of allowance for depletion of re 
source is ’way too high and overly 
generous. But a practical difficult; 
is encountered here: those wh« 
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would increase the Treasury in- 
come by cutting the depletion al- 
lowance don’t have the votes to 
put through an amendment. There 
are many states in which this 
form of tax deduction figures in 
the standard way of doing busi- 
ness, profits, wages, dividends and 
other factors of the economy de- 
pend on its continuance. 


Cooperatives Under Attack 


Rep. Noah Mason of Illinois, a 
republican, is sponsor of legisla- 
tion which would take coopera- 
tives out of the area of generali- 
zation and make each plead its 
right to special tax consideration. 
He estimates the cost of this loop- 
hole at $1 billion in taxes annu- 
ally. His arsenal of argument 
includes the business history of 
some of the country’s largest 
firms whose brand names are 
known in every household in the 
land. 

“What I propose,” said Mason, 
“is to amend our tax laws so that 
the earnings of cooperative cor- 
porations would be taxed in ex- 
actly the same way that the earn- 
ings of other corporations are 
taxed; so that the earnings of 
building and loan associations 
and mutual savings banks would 
be taxed in exactly the same way 
that the earnings of the commer- 
cial banks with which they com- 
pete are taxed; so that the earn- 
ings of credit unions would be 
taxed like the earnings of other 
lending agencies; so that there 
would no longer be discrimination 
between the taxation of mutual 
fire and casualty insurance com- 
panies and the taxation of com- 
peting capital stock insurance 
companies in the same field.” 

Representative Mason termed 
a “shameless racket” the practice 
oi doing business without paying 
taxes. To combat this he has adop- 
ted the slogan ‘“‘Tax the Untaxed 
to Ease the Tax Load Upon the 
Overtaxed.” That’s what his bill 
would do, he contends: add $1 bil- 
lion to the Treasury wholly from 
sources which now evade pay- 
ments and without imposing an 
additional dollar’s burden on 
taxed individuals and business. 

Congress is viewing charitable 
trusts and has a dossier of cases 
Which will be eye-openers if they 
stand up under examination. Edu- 
cational institutions now operate 
untaxed airports, coal mines, five- 
a id-ten-cent stores, business 
buildings, a railroad freight sta- 
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P. Lorillard Company 
Reports Record Sales 
and Earnings in 1957 





FINANCIAL HIGHLIGHTS 


1957 


I 20s Uicio saints Gadus asia . $293 415,430 


Net Earnings 


Results per Common Share: 

Net Earnings 

Dividends. . 

Shareholders’ Equity 
Current Assets.............. 
Current Liabilities... . 
Working Capital. . . 
Long-Term Debt 
Shareholders’ Equity 
Number of Shareholders 
Number of Employees. . 


$ 11,484,412 


$ 3.78 
1.95 
26.95 


$192,202,969 
82,399,192 
109,803,777 
$ 54,041,670 
86,674 232 
26,976 

6,591 


1956 


$203,280,417 
$ 4,519,758 


$ 1.34 
1.20 
25.11 


$153,611,040 
43,365,717 
110,245,323 
$ 57,333,334 
81,438,885 
28,557 

4,949 





We'll be glad to send you a copy of our illustrated Annual Report for 1957. 
Write P. Lorillard Company, 119 West 40th Street, New York 18, N. Y. 


MAKERS OF FINE TOBACCO PRODUCTS 











FIRST WITH THE FINEST CIGARETTES 


THROUGH LORILLARD RESEARCH 














DIVIDEND NO. 


181 
ON COMMON STOCK 


Bs ee 


The Board of Directors of Con- 
sumers Power Company has 





| 

1 

F authorized the payment of a is 
4 dividend of 60 cents per share be 
{ on the outstanding Common 
\ Stock, payable May 20, 1958 
{ to share owners of record April 
18, 1958. 

: DIVIDEND ON 

ae PREFERRED STOCK 

ie The Board of Directors also 
ks has authorized the payment of 
a quarterly dividend on the 
Preferred Stock as follows, pay- 5 





able July 1, 1958 to share 
i owners of record June 6, 
| 1958. 
FS CLASS PER SHARE 
i $4.50 $1.12 
( $4.52 $1.13 4 
4 $4.16 $1.04 Ma 


CONSUMERS POWER COMPANY 
JACKSON, MICHIGAN ; 


Seruing Outstate Michigan 


pl . 
Rees ee = 


Rick Gos ci Fleciric! 
Company 


2 


DIVIDEND NOTICE 
COMMON STOCK 
DIVIDEND NO. 169 


The Board of Directors on 
March 19, 1958, declared 
a cash dividend for the 
first quarter of the year of 
60 cents per share upon 
the Company's common 
capital stock. This divi- 
dend will be paid by 
check on April 15, 1958, 
to common. stockholders 
of record at the close of 


business on March 28, 
1958. 
K. C. CHRISTENSEN, 
Treasurer 


San Francisco, Calif. 








Outlook For 
MACHINERY — MACHINE TOOLS 


(See Our Next Issue) 
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tion, and Churchill Downs race 
track; one owns a department 
store building, others make mac- 
aroni, piston rings and pottery 
and leather goods—selling in the 
“competitive” market without 
paying taxes. 

Rep. Mason estimates at 40,000, 
the number of profit-making busi- 
ness corporations which today 
have income tax exemptions or 
favoritism. The Treasury doesn’t 
challenge the figure. END 





Appraising Areas in Throes 
of Adjustment 





(Continued from page 66) 


manufacturing. Aircraft, auto, 
machinery and metals centers 
were particularly hard-hit. Partly 
seasonal developments, such as 
construction payroll losses and 
curtailments in food processing, 
textiles, lumber and transporta- 
tion, also contributed to the em- 
ployment downturn. 

Sharpest losses in durable goods 
employment in March will relate 
to the aircraft industry, employer 
reports predict. This forecast is 
conditioned on the rate of speed 
with which the accelerated mili- 
tary procurement program moves. 
But the U.S. Department of Labor 
urges caution in appraising the 
impact of the fast program, warn- 
ing: “It may be some time before 
these actions are reflected in a 
pickup in employment in the in- 
dustry’s major centers. However, 
anticipated losses over the next 
few months are significantly 
smaller than those registered dur- 
ing the closing months of 1958.” 

Among the centers foreseeing 
further aircraft declines extend- 
ing through March were Los 
Angeles, Long Beach, San Diego, 
Wichita, St. Louis, Paterson, and 
Columbus. 


Autos Still Lagging 


The downturn in auto centers 
through mid-March was evident. 
Dealer inventories of new cars 
have reached a record high, fore- 
ing producers to revise their pro- 
duction schedules for the first 
quarter of 1958 to a point 17 
per cent below the comparable 
months of last year. Declines in 
auto employment were sharpest in 
Detroit, South Bend and St. Louis 
areas. Tentative decision by Fed- 
eral agencies to fill their automo- 


bile needs now instead of waiting 
until later in the calendar year, 
should help the automotive trades ; 
the accelerated road program 
should, slowly, provide on-the-jo} 
employment, and off-the-job bene- 
fits in areas where steel and other 
supplies originate. 

In examining the accompanying: 
map and relating the percentage 
of unemployment to the overal 
pattern of spendable income, thes: 
facts should be borne in mind 
About 60 per cent of the nation’ 
personal income is accounted fo" 
by nine states: New York, Cali- 
fornia, Illinois, Michigan, Penn- 
sylvania, Ohio, Texas, New Jer- 
sey, and Massachusetts. The nin°: 
states with the smallest incom» 
receive 214 per cent of the na- 
tional total. The Midwest anid 
Great Lakes areas together ac- 
count for approximately one-hal! 


of all personal income. The five | 
Rocky Mountain States, though | 


embracing huge land area, receive 


only slightly more than 2 per cent | 


of the nation’s income. Per capita 
income is 19 per cent above the 


national in the far west and 29 | 


per cent below it in the southeast. 

And now, after all is said and 
done, it is clear that the slow- 
down in our economy is the result 
of fundamental weaknesses that 
“ame in with the New Deal phi- 
losophy of spending ourselves out 
of depression. To retrace our steps 
is out of the question, because the 
obstacles to be overcome would 
make the cure worse than the 
disease. 

For while we are involved in 
thinking out the ways and means 
for solving this depression, we 
are in the midst of world-wide 
political upheavals. And science 
too is ushering in an industria! 
age of great revolutionary signifi- 
cance that will require consider- 
able time, effort and concentration 
for development. 

Altogether, we face three major 
problems simultaneously, any one 
of which will tax our ingenuity 
and our resources in a way that 
must inevitably produce a slow- 
ing-down period in our economy, 
and calling for strong measures 
if we are to accomplish our pur- 
pose without going broke. The 
morale of our workers is of first 
importance, and the most imme- 
diate and direct way to sustain i', 
is to utilize the various channels 
of unemployment compensation to 
tide our people over the bad spots 
until other avenues of work are 
opened. —END 
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Labor Costs 
In Industrial Countries 





(Continued from page 79) 


fully as important a factor as 
labor costs. 


‘uropean Productivity Trends 


Unfortunately, labor produc- 
tivity figures are much harder to 
cone by than labor cost figures, 
since they vary not only from 
country to country but also from 


(| plant to plant, in line with differ- 
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ences in plant equipment, lay-out, 
climate, degree of experience of 
the working force and other im- 
ponderables. 

[he only statements regard- 
ins European labor productivity 
which can be made with a fair 
dezree of accuracy are these: 
output per manhour is generally 
still considerably below that pre- 
vailing in the United States but 
it is rising at a faster rate than 
in the United States. The gap 
between the two areas is there- 
fore narrowing, although it is still 
far from closed. 

Western Europe’s lower overall 
productivity is illustrated by the 
following figures: In 1957 the 
area employed about 31 million 
people in mining and manufac- 
turing, working an average of 
about 46 hours per week; the 
United States, by contrast, em- 
ployed 17.8 million in mining and 
manufacturing, working an aver- 
age of about 40 hours per week. 
But our smaller labor force, work- 
ing fewer hours turned out one 
third more goods than its Euro- 
pean counterpart. Expressed as 
industrial output per manhour, 
this means that European produc- 
tivity is only 40 percent of that 
of the United States. 




















Table iil 
Output Per Man-Hour In 
Manufacturing, 1955 
(1950 — 100) 
Austria 134 
Belgium 123 
Canada 113 
France 133 
West Germany 135 
Italy 144 
Netherlands 124 
Sweden 115 
United Kingdom 112 
United States 112 
Source: United Nations 
- anne 
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Current Assets 
Cash 


Less: Current Liabilities 


NET WORKING CAPITAL 


(Valuation—December 31, 1957: 


Other Assets 


Less: 
Long-term indebtedness 


NET ASSETS 


shortly. Write Secretary, 








Penn-lexas 


CORPORATION 


As of December 


Notes and loans payable 
Accounts payable and accruals 
Provision for Federal taxes on income—net .. 


shaihivisin asshesndisd ine edd 23,444,000 
Interest in Fairbanks, Morse & Co. (at cost) 


$20,000,000 approx. at market, or 
$22,900,000 sased on Fairbanks, Morse & Co. audited report) 


Property, Plant and Equipment — net 


Other liabilities and reserves 


BOOK VALUE PER SHARE 


A detailed financial statement will be found in the Annual Report available 


Penn-Texas Corporation, 745 Fifth Avenue, New York 22, N. Y 






And Subsidiary Companies 
Consolidated Statement 
of Financtal Fostlion 


31, 1957 


pieehisnesseuness $ 6,514,000 


14,293,000 
29,243,000 
50,050,000 


16,677,000 
8,174,000 
1,755,000 

26,606,000 


26,694,000 


13,838,000 
6,425,000 
70,401,000 


2,185,000 
3,342,000 
9,927,000 
64,874,000 











—_ 








However, as the Organization 
for European Economic Coopera- 
tion (OEEC) has pointed out in 
its latest annual report, “the 
annual compound growth of pro- 
ductivity for Member countries 
as a whole is expected to be 2.7 
percent per vear for the five-year 
period 1956-1960.” Such a rate is 
well above the rate of growth in 
the interwar period in Europe 
and is higher than that experi- 
enced in the United States during 
the last five years. As the figures 
in Table III illustrate, such a pro- 
jected development would only be 
a continuation of the trend since 
1950. 


The question of whether Eu- 
rope’s lower productivity, com- 
pared to the United States, is off- 
set by its lower labor costs is one 
of the main debating points in 
the foreign trade argument. It 
must also be asked by any Ameri- 
can producer who has to decide 
between exporting to Europe 
from this side of the Atlantic or 
opening a subsidiary plant in 
Europe. While the answer varies 
from plant to plant, as we pointed 
out, it may be said in general that 
labor-intensive industries in Eu- 
rope are usually competitive with 
similar industries in the United 
States. 
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REGULAR 


This is a regular quarterly 
dividend of 


25¢ Share 


= Payable on May 15, 1958 
to holders of record at close 
of business April 18, 1958. 
Milton C. Baldridge 
Secretary 
April 3, 1958 


__ THE COLUMBIA | 
|. GAS SYSTEM, INC. — 


On the whole, the issue of U.S. 
vs. foreign productivity seems to 
have been best formulated by one 
U.S. manufacturer with foreign 
subsidiaries who gave the follow- 
ing reply in answer to a survey 
question on the subject put to him 
by the National Industrial Con- 
ference Board: “Productivity of 
the workers in the foreign plant 
is lower than in the U.S. except- 
ing where units are highly instru- 
mentized and automation is em- 
ployed. This is probably due to 
general precedent as much as to 
anything else. The difference in 
productivity is rapidly narrowing 
due to improved plant design and 
automation.” 


A Warning to American Labor 
Union Leaders 


There can be no doubt that the 
economic integration of Western 
Europe will bring forth additional 
amounts of capital and will per- 
mit reduction in unit costs through 
pooling of technological resources. 
This is bound to lead to an even 
faster rise in European produc- 
tivity than has been the case 
hitherto. This development should 
be kept in mind by all U.S. trade 
union leaders as they sit down to 
bargain for higher wages. Amer- 
ica’s productivity is still higher 
than that of the world’s other 
major industrial area. But if ever- 
increasing wages should make it 
impossible to translate our higher 
productivity into lower prices, 
America’s workers would be the 
first to suffer from the growing 
foreign competition. The answer 
to our foreign trade problem does 
not lie in protective duties which 
would insulate American business 
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from the healthy stimulus of for- 
eign competition and give Ameri- 
can labor a carte blanche for ever- 
higher wage demands. What we 
must do is to reflect our techno- 
logical superiority in our real cost 
structure. This we can do only if 
future wage increases do not out- 
run advances in productivity, as 
they have done for a number of 
years. —END 





Major Study of the Oils 





(Continued from page 85) 


has reached a new record. Italian 
production is at peak levels; and, 
in Germany, current production is 
down only slightly from 1957, the 
peak year. Similar favorable levels 
exist in most other countries. 
Latest advices from the inter- 
national companies comment on 
the industry’s problem as being 
transitory and the fact that pros- 
pects for 1958 are generally fa- 
vorable relative to 1957. While it 
may be prudent to withhold final 
judgment, temporarily, many dy- 
namic elements are reaccumula- 
ting. Therefore, the break-through 
may occur somewhat unexpected- 
edly. Portfolios, however, should 
not be heavily weighted by inter- 
national companies. Continuous 
observance of Middle East and 
other foreign affairs appears pru- 
dent. The rise of a broadly effec- 


tive dictatorship would create 
serious problems. 
Most oil men who carefully 


study this problem recognize that 
all of the oil needed in America 
cannot be found domestically. The 
truth is that oil is becoming harder 
and harder to find in the U.S., 
and, more important, the cost of 
finding oil is rising rapidly in this 
country. 

Therefore, many American oil 
companies which have never be- 
fore entered ventures outside 
North America, are now looking 
for oil abroad, not only to supply 
foreign markets but eventually to 
meet essential U. S. needs. Oil is 
critical to the security of the Free 
World, and the American petro- 
leum industry is meeting its re- 
sponsibility for assuring access to 
this important energy source. 


Domestic Companies 
Except for the small independ- 


ent refiner, the domestic inte- 
grated companies have been hit 
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hardest in the past nine months by 
sliding prices for refined prod- 
ucts. Profit margins, generally, 
have tended to be partly main- 
tained in proportion to the extent 
that each company’s own crude oil 
production has supplied refinery 
requirements. Companies purchas- 
ing a large percentage of crucle 
oil, such as Sinclair, Cities Serv- 
ice and Standard-Ohio in the inte- 
grated group, are most affected by 
a profit squeeze caused by high 
crude oil prices and weak product 
prices. 

Crude oil sellers-on-balance, 
such as Ohio Oil and Skelly, pro- 
ducing more crude than needed 
for refinery runs, have tended to 
fare slightly better than compa- 
nies purchasing a large part of 
high-cost crude needs. Continen. 
tal, approximately 100% inte 
grated, has been able to maintain 
its profit position with relatively 
less impairment from lower prod- 
uct prices. 

The so-called profit squeeze has 
been decidedly more noticeable in 
some areas than in others. In the 
order of severity, prices have 
weakened most in parts of the 
East and Gulf Coasts, next in the 
mid-Continent area and, finally, 
on the West Coast. 

Especially important is the fact 
that the degree of severity of the 
price squeeze is related to market- 
ing patterns. Companies retailing 
branded products, mostly through 
centrolled outlets, have been less 
affected by weak prices. There are 
exceptions, of course, as in scat- 
tered price-war areas, notably the 
Northeast—illustrated by the diffi- 
culties of Atlantic Refining and 
Socony. But, in general, whole- 
sale markets have been the poor- 
est. For example, the lack of a 
normal market has caused inde- 
pendent refiners to resort to ex- 


treme, competitive practices inf 


the struggle to dispose of exces- 
sive stocks and replace working 
capital. 

Highly-publicized, distress 
prices of spot or cargo sales repre- 
sent a small portion of total ac- 
tivity and do not, of necessity, 
wholly reflect average profit reali- 
zations. There can be substantial 
fluctuations in the price spread 
between a distress sale and the 
“going” retail level, a fact gener- 
ally omitted when discussing cur- 
rent problems. This is to say that 
the status of the price structure 
may not be as seriously impaired 
as widely believed. 
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Movement to Integration 


Current industry problems have 
tended to lend emphasis to the 
significance of a high level of ver- 
tical integration. Today, the most 
efficient transporter-marketer is 
coming fully into his own. And, 
for that reason, the outlook for 
such companies as Shell and Sin- 
clair appears substantially more 
fa.orable than for those with less 
highly-developed and _ regionally 
diversified operations. Many large 
crude oil producers may find it 
difficult to avoid the necessity to 
integrate or merge despite an his- 
toric reluctance to do so. 


Each company, therefore must 
be viewed individually, according 
to (1) the extent of vertical inte- 
gration, (2) the areas of opera- 
tions, and (3) the type of markets. 
These factors have an important 
bearing on the extent of vulner- 
ability to adverse cyclical swings 
of refined product prices. Con- 
versely, of course, as at present, 
the companies most adversely 
affected by weak prices are in a 
position to show the most rapid 
recovery after product prices 
stabilize and begin to trend up- 
ward. This is a point investors 
should be most interested in at 
this time. 

The fundamental characteris- 
ties of various types of integrated 
companies are, of course, only 
part of the story. Large producers 


of stable-price natural gas tend to 
have an important offset to lower 
earning power in periods of weak 
refined product prices. Weather is 
the important variable concerning 
natural gas and to some extent 
industrial activity. Next, there 
are the large marketers of LGP 
(liquified petroleum gas) such as 
Phillips and Gulf, whose position 
in this regard is somewhat simi- 
lar to that of the large producer 
of natural gas. Another profit 
consideration is petrochemicals. 
While some products in this group 
are over-produced and hence offer 
slim margins, the general activity 
offers an important avenue for 
upgrading crude oil and natural 
gas. And, in this field, growth can 
be rapid. 

The position of the independent 
refiner, from the above, is fairly 
evident. A company like Suntide, 
under present conditions, loses a 
large part of its customers. The 
majors, burdened by excessive 
stocks, need little supplemental 
supply. When they do, the gener- 
ally depressed level of spot prices 
often forces profitless bidding. 
The refiner, under such conditions 
may show either a substantial loss 
or be fortunate enough to cover 
“out-of-pocket” costs. 

Producing companies, in 1957, 
did well, second to the “interna- 
tionals”. But earnings impair- 
ment can hardly be avoided in 
1958. Crude oil prices have been 
shaded and state allowables are 





so low that even a recovery later 
in the year is unlikely to make 
possible an increase in total pro- 
duction for the year. Allowable 
producing days in Texas, this 
year, may not exceed 145 days 
compared with 171 days in 1957 
and 190 days in 1956. Of course, 
new wells, in some cases, may 
partly compensate. But producers 
also must contend with higher 
costs. 

Profit growth for the crude oil 
producer, barring major discov- 
eries, looks relatively poor over 
the next year or so. Nevertheless, 
the successful producer may con- 
tinue to build up asset values and 
producing capacity which should 
result in substantial benefit over 
the longer term. As the country’s 
excess productive capacity tends 
to dissipate from the attrition of 
natural decline of existing oil 
pools and as allowables and pay- 
outs at current crude oil prices 
tend to discourage replacement 
drilling, producing companies 
eventually will be called upon to 
step up the rate of flow from 
proven properties. Whether or not 
the extent of the waiting period 
will be satisfactorily profitable 
percentagewise is a speculation. 


Long Range Oil Prospects 


In recent years the substantial 
appreciation in the prices of oil 
shares has resulted in a larger 
than planned percentage of mar- 
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Total Products 
Change from 


Prior Period 
Year Volume Volume % 
1927 2,201 1,285" 140 
1937 3,203 1,002 46 
1947 5,452 2,249 70 
1957 8,911 3,459 63 
1967 12,650 3,739 42 
U.S. Total Demand 
Change from 
Prior Period 
Year Volume Volume % 
1927 2,590 1,497° 137 
1937 3,678 1,088 42 
1947 5,902 2,224 60 
| 1957 9,476 3,574 61 
1967 12,850 3,374 36 





*—Present territory. 





Demand For Petroleum Products 


1927-1937-1947-1957 and Forecast 1967 


Table I — United States Domestic Demand 


Gasoline Middle Distillates 
Change from Change from 
Prior Period Prior Period 
Volume Volume % Volume Volume % 
837 683" 443 n.a. n.a. 
1,423 586 70 471 193° 69 
2,178 755 53 1,098 627 133 
3,835 1,657 76 2,037 939 86 
5,450 1,615 42 2,700 663 33 


Table II — Free World Demand 


Exports from U.S. 
Change from 


U.S. Domestic Demand 
Change from 


Prior Period Prior Period 

Volume Volume % Volume Volume % 
389 212 120 2,201 1,285" 140 
475 86 22 3,203 1,002 46 
450 (25) (5) 5,452 2,249 70 
565 115 26 8,911 3,459 63 
200 (365) (65) 12,650 3,739 42 


e—Estimate. 


Residual Fuel Oil 
Change from 


All Other Products 
Change from 


Prior Period Prior Period 
Volume Volume % Volume Volume % 

n.a. n.a. n.o. n.a. 

892 137' 18 417 86° 28 
1,421 529 59 755 338 81 
1,523 102 7 1,516 761 101 
1,675 152 10 2,825 1,309 86 


Total Free World 
Change from 


Free. For. Local Demand* 
Change from 


Prior Period Prior Period 

Volume Volume % Volume Volume % 
880 530 151 3,081 1,815 143 
1,718 838 95 4,921 1,840 60 
2,652 934 54 8,104 3,183 65 
7,187 4,535 171 16,098 7,994 99 
12,500 5,313 74 25,150 9,052 56 


n.a.—Not available. 
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BE IN A SCORING POSITION 
IN THIS UNCERTAIN MARKET 


Send Today for the March-April 1958 
Issue of 


GRAPHIC STOCKS 


Containing Over 


1001 CHARIS 


Showing: 
% Monthly Highs and Lows 
% Monthly Volume of Trading 
%& Annual Earnings 
%* Annual Dividends 
%* Latest Capitalizations 
% Stock Splits - Mergers - etc. 


FOR TWELVE YEARS to MARCH 1, 1958 


To trade wisely and profitably you need 
the new March-April edition of GRAPHIC 
STOCKS which shows the amazing changes 
in the Stock Market in the last few months. 
Some stocks have made new lows offer- 
ing excellent buying opportunities — some 
others have held firm indicating strength. 
An evening’s careful study will help plan 
your investment program. 


Complete with DIVIDEND RECORDS 
and earnings as published. 
(FREE: Sample page of Charts on request.) 
SINGLE COPY (Spiral Bound) $10.00 

ANNUAL SUBSCRIPTION 
ree $50.00 


F. W. STEPHENS 


87 Nassau St., New York 38 
Tel.: BE 3-9090 














ket value being represented by 
petroleum equities, relative to 
other industrial groups. In numer- 
ous cases of large portfolios an 
originally allocated 10% to 15% 
of total investment grew to 30% 
or better. In the past six months, 
there has been considerable ad- 
justment selling of oil stocks to 
realign holdings more broadly 
among the various’ industrial 
groups. This corrective practice 
has been misconstrued, generally, 
as indicating that the future 
growth prospects for petroleum 
companies has become relatively 
unattractive. Little effort is re- 
quired in the examination of other 
industrial groups to determine 
that such unfavorable concept is 
not factually supportable. 
National security and general 
economic health dictate a contin- 
uance of measures protective to 
the stability of the domestic 
petroleum industry. The rapid 
growth of foreign economies and 
the promising market potential 
of underdeveloped areas plus the 
responsible leadership of impor- 
tant oil companies appear to 
offer adequate bases for confidence 
in the containment of potential 
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threats to profitable foreign oper- 
ations. 

As an essential commodity, oil 
has a vital part in supplying the 
growing energy needs of the free 
world, although, perhaps, at a less 
accelerated rate than during the 
postwar decade. Conservative pro- 
jections of demand growth of 3% 
annually in the United States and 
6% in free-foreign areas appear 
reasonable. If these forecasts are 
realistic, there are numerous op- 
portunities for investors to par- 
ticipate in such growth through 
carefully selected equities of ably- 
managed, strong petroleum com- 
panies likely to outperform the 
average growth of the industry. 

—END 





Genius at Work 
—Why a Depression Can 
Only Be Temporary 
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svstem that once irrigated the 
Negev. So well was it constructed 
that parts of it are still function- 
ing today. Certainly if the an- 
cients, with their crude engineer- 
ing methods could solve the prob- 
lem of land fertility in an area of 
minimal rainfall, we should at 
least be capable of duplicating 
their accomplishment. 

And then there is the vast land 
area of the interior of Australia— 
an entire continent of wasteland 
inhabited by a few aborigines and 
a profusion of wildlife, that can 
someday be converted into a huge 
granary capable of feeding much 
of the world’s burgeoning popu- 
lation. The task isn’t as difficult 
as it sounds, since in the land 
“down under” things are really 
topsy-turvy, and under the arid 
deserts flow extensive subterra- 
nean rivers whose waters can be 
tapped and used to irrigate the 
sun-blistered plain. 


The Future 


With so many new mouths to 
feed. and so many vital projects 
waiting to be performed, there is 
ample room for free enterprise to 
blossom forth into a new and un- 
precedented boom after the cur- 
rent adjustment has run its 
course. Moreover the brief catalog 
we have given here only scratches 
the surface of the huge industries 
that await development on the 
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heels of technological 
ment. 

In the meanwhile, however, i 
is encouraging to realize that in 
dustry is not sitting on its hands 
Cooperative endeavors, such a 
Chrysler’s quest for a sky-car be 
speak a new outlook in our in 


dustrial economy—one whic} 


seeks to contribute to the soun 
growth of the economy while ply 
ing one’s own course through day 
to-day business activities. 

If truly new stimulants ar 


needed to rekindle the grovwti 


spark for our economy, they a! 
ready exist in the type of devel 
opments we have outlined herd 
They may still be a little way of 
—but they are coming! EN 
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For Profit and Income 





(Continued from page 95) 


there appear to be potentials fo 
moderate further rise in both ¢ 


these stcks—but not for a grea 


deal. That is the rub with goo 
stocks at this stage. Meanwhild 
we see very few cycle-type stock 
that look appealing when risk j 
balanced against promise. 


Growth 


Last September, Florida Powe 
& Light was recommended her 
at 45, down roughly 25% from it 
1957 bull-market high of 5934. | 
subsequently rose about 40% to 
new 1958 all-time high above 64 
Buyers genuinely interested i 
long-pull growth should maintai 
holdings. However, the currer 
yield is absurdly low and the stoc 
can react. We definitely woul 
defer new buying. Nor can we cit 
any compelling argument again 
some profit taking. 


Oils 

Based on technical indication 
and the further curb on imports 
the domestic oil stock group ma 
possibly have put its low behind 
But it is one of the few importa! 
lows made since the turn of th 
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year, so the “base” is far frol 
strongly defined. One argume 
is: If coppers can do better on s 
little foundation therefor, 
not oils? 


Eastern Airlines 


Reported net of this best-mal 
aged air line fell nearly 40% 
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1957 to $3.00 a share, of whid'»tie 


only about $1.57 was operati 
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> Forecast Stocks Set New Highs in March 


— Our American Chicle has just hit a new 1956-57-58 peak of 7014 compared with *“\, 
our buying price of 4334 


— Our Pacific Gas & Electric recently advanced to a new 1957-58 high of 5234 from 
our purchase recommendation at 3344 


— Our Reynolds Tobacco B has just reached a new 1957-58 top of 70% — up from 
our buying advice at 55% last year y 
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SOUND PROGRAM FOR 
1958 


4 FULLY ROUNDED SERVICE 
For Protection—Income—Profit 


There is no service more practical ...more 
definite... more devoted to your interests 
than The Forecast. It will bring you weekly: 
Three Investment Programs to meet your 


ne verious aims... with definite advices of 
———} what and when to buy and when fo sell. 


95) Program 1 — Top grade stocks for security and as- 
sured income with excellent apprecia- 
tion potentials. 








Program 2 — Special dynamic situations for sub- 


stantial capital gains with large divi- 
dend payments. 


Program 3 — Sound stocks in medium and lower- 


priced ranges to be recommended at 
under-valued prices for substantial 


gains. 


Projects the Market .. . 
ae 


Powel Stock Index. 


d her} Supply-Demand Barometer . . 
"om it} depicting our 300 Common Stock Index . . 
. . 100 Low-Priced Stocks; also 


93 a | High-Priced Stocks . 


% to 


Technical Market Interpretation . . 


Advises What Action to 
Presents and interprets movements by 
Industry of 46 leading groups comprising our broad 


. plus Pertinent Charts 
. 100 


Dow-Jones Industrials and Rails from 1950 to date. 


. up-to-date data, 


Ive 64 earnings and dividend records on securities recom- 
ted if mended. 


rintaif Telegraphic Service . . 
‘urrel] You our buying and selling advices. 


. If you desire we will wire 


e stoc] Washington Letter — Ahead-of-the-News interpreta- 


woul 


| Trends. 
we clit 


tions of the significance of Political and Legislative 


Weekly Business Review and Forecast of vital hap- 


agains penings as they govern the outlook for business and 


individual industries. 


i? subscribers are still making money despite the 
erratic market... and as you can see these securities are of 
a quality to bring ease of mind during troubled times and to 
provide a good, secure income. 


Our March audit showed that for all 16 stocks carried in 
our weekly bulletins — profits of over 305 points had accrued 
from our original purchase prices. Our stocks currently fall 
into two principal categories: 


(1) High grade issues among tobaccos, utilities, food. 
banking — which provide security with assured divi- 
dends. They may benefit further from easing in money 
rates. 


(2) Leaders in missiles, high-energy fuels, rocket en- 
gines, electronics... prime beneficiaries of our revital- 
ized defense program. 


Our success in meeting the challenge of the difficult 1957 
market was outstanding. We were virtually alone in advis- 
ing subscribers to “salt down” handsome profits in May and 
July ...to increase cash reserves to 52%, just before the 
major decline got under way. 


Subscribers know that we will advise them just how long 
current Forecast stocks should be retained... and WHEN 
and WHERE cash reserves should be reinvested as excep- 
tional new investment values emerge. 


ENROLL NOW — STRENGTHEN YOUR ACCOUNT 


Mail your enrollment today with a list of your holdings (12 
at a time). Our staff will analyze them and advise you 
promptly which to retain—which are overpriced or vulner- 
able. By selling your least attractive issues you can release 
funds to purchase our coming recommendations when we 
give the buying signal. 
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profit. The company has the aid 
now of a passenger fare boost of 
about 6.6% ; and a change to a less 
conservative depreciation sched- 
ule, ordered by CAB, could add 
something like $3 a share to 
stated profits, other things being 
equal. There have been some fool- 
ish estimates that Eastern might 
report $6 to $8 a share for 1958. 
Don’t believe it. Operations in the 
vital New York to Florida route 
have been miserable, with no 
major betterment possible before 
the final quarter. The competition 
is keen. A lot of empty seats are 
being flown. The line has less old 
equipment to sell for non-recur- 
ring 1958 profit. We venture no 
estimate, but would not be sur- 
prised if earnings prove no better 
than last vear’s or somewhat 
lower. The stock does not look at 
all cheap to us around 37. — END 
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lion to $93 million. Authorized 
capital commitments at year-end 
amounted to $24 million. 

Involved in the expansion pro- 
gram has been the development 
of three major new mines. The 
Humphrey Mine near Morgan- 
town, West Virginia has been 
completed and is equipped to pro- 
duce up to 20,000 tons per day, 
principally metallurgical coal. The 
new Loveridge Mine near Fair- 
view in northern West Virginia 
will produce steam coal for gen- 
eral markets with an_ initial 
capacity of 1,500,000 tons; its 
preparation plant should be ready 
in the second quarter. 

The Ireland Mine on the Ohio 
River at Cresap, West Virginia, 
will supply the fuel needs of the 
Kammer Station of American Gas 
& Electric Co. The first of three 
original 225,000 KW units of the 
power plant will go on the line 
this spring. When all three are in 
operation, Ireland will produce 
1.8 million tons annually. 

Dividends in 1957 totalled $1.20 
per share and 30 cents quarterly 
has been paid thus far this year. 


Harsco Corporation 

“Could you please give me particulars 
in regard to recent earnings of Harsco 

Corp. and also dividend payments?” 
W. F., Trenton, N. J. 
Both sales and earnings of 
Harsco Corp. (formerly Harris- 
burg Steel Corp.) reached new 
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highs in 1957 and for the fifth 
consecutive year were substan- 
tially above those for the preced- 
ing 12-month period. These 
achievements reflect in part the 
high level of general industrial 
activity prevailing throughout 
most of the year but the com- 
pany’s expansion and diversifica- 
tion program inaugurated five 
years ago was also an important 
contributing factor. 

During 1957, the Heckett En- 
gineering division, the world’s 
largest reclaimer of metal from 
steel making slag, placed 11 new 
installations in operation: 4 at 
leading steel mills in the U.S., 2 
in the British Isles, 2 in South 
Africa and 1 each in India and 
Australia. 

In addition, 3 well established 
concerns were acquired: Standard 
Die Set Manufacturers, Inc. (July 
1), Frederick Colman & Sons, Inc. 
(September 17) and Ainsworth 
Manufacturing Corp. (October 
31). The new acquisitions ma- 
terially broaden the company’s 
product lines and with combined 
sales of $44 million, only slightly 
less than Harsco’s total sales for 
the entire year of 1955, would 
have raised the volume to ap- 
proximately $130 million had 
they been part of the enterprise 
for the full year of 1957. Overall 
results for 1957 include those for 
the newly acquired companies 
only from their respective dates 
of acquisition and record sales 
and earnings would have been 
achieved by Harsco even without 
the contributions received from 
them. 

Shipments of most of the com- 
pany’s products were above those 
of the previous year. 

Consolidated net sales of 
Harsco Corp. and_ subsidiaries 
for the year ended December 31, 
1957 totalled $90,666,048, as 
compared with $76,328,121 for 
1956. Earnings before provision 
for taxes on income amounted to 
$15,067,901, against pre-tax earn- 
ings of $12,892,816 for the pre- 
vious year. 

Net income, after Federal, 
State and foreign taxes on in- 
come, were $7,000,788, equal to 
$4.77 per share on the 1,468,477 
shares of common stock outstand- 
ing at year-end, which includes 
77,756 shares issued as_ stock 
dividends during the year as well 
as 119,447 shares issued for Ains- 
worth Manufacturing Corp. and 
Standard Die Set Manufacturers, 
Inc. This compares with $5,825,- 
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184, or $4.43 per share for 195t 
calculated on the 1,315,784 shard 
outstanding at December 31, 1954 
adjusted for stock dividends. 
Current cash quarterly divi 
dend is 50 cents per share. —Snj 
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values could easibly be exagver 
ated. You should hold adeq ath 
buying reserves and continu: th 
lean to the conservative side iy 
portfolio adjustments. 


—MOonpDayY, APR'L] 
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really going to be done for then 
Her recent default on the bond 
which represented the forced _ 
ings of the people leads us to b 
lieve that, despite Khrushchev 
boasts, Russia is not as strong 
financially as she would like t 
have us_ believe — or politicall) 
either. 

In fact, the elevation of he 





shchev to the leadership of the So 
viet government was significant i 
showing the need for a return té 
the one-man dictatorship which 
they found so effective unde# 
Stalin. 

There was, undoubtedly, a two 
fold purpose in calling for an en 
to nuclear tests. Khrushchev, mas 
ter of deceit, wanted to make thé 
world believe in his benevolence- 
that he had seen the light—an 
that it was the West who was plot 
ting a world war. At the same time 
he was counting on the success 0! 
his plan to free him from restraint. 
enabling the carrying on of his 
nefarious schemes without fear o! 
military reprisal. 

To accede, therefore, would be 
to endanger all the free people 0! 
the world, for evidence from im- 
portant sources makes it clear that 
it would be entirely possible to ex 
plode a nuclear bomb without its 
being detected—so vast are the 
stretches of uninhabited Russia 
lands. And from our past experi; 
ence, we know Russia would ac! 
surreptitiously regardless of an) 
agreements made, so that our only 
security lies in the plan of free an¢ 
open inspection first advocated by 
this country in the Baruch Plan. 
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IMPORTANT MESSAGE oe To Every ALLVOCSLUL 


With Securities Worth $20,000 or More 


A merica is squaring off for the next round 
in the anti-recession fight! In the months 
ahead, every security you own may be affected 
—favorably or adversely. 


You will want to sell or avoid issues likely 
to be hit by the wave of dividend cuts or omis- 
sions—the companies whose first quarter earn- 
ings will shock shareholders — the stocks that 
will bear the brunt of selling pressure 


You will want to buy and hold the excep- 
tional opportunities that emerge in every pe- 
riod of industrial transition—the companies 
that will get the bulk of defense and public 
works contracts—the prime beneficiaries of 
the amazing strides being made in scientific 
and industrial technology. 


With business and security prices in the 
throes of adjustment to new conditions, you 
have much to gain from Investment Manage- 
ment Service—which has successfully aided 
investors in markets of every type to protect 
and build their capital and income .. . looking 
to future financial independence. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unusually promising 1958 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never necessary 
for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are given, 
together with counsel as to the prices at which 
to act. Alert counsel by first class mail or air 
mail and by telegraph relieves you of any 
doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts and 
original research sometimes offer you aid not 
obtainable elsewhere—to help you to save—to 
make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provisions. 
(Our annual fee is allowed as a deduction 
from your income for Federal Income Tax 
purposes, considerably reducing the net cost 
to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








Fun information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee...and to answer any questions as to how our counsel 


can benefit you. 
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A new insecticide that “grows” right in the plant: 


Now, for the first time, an insecticide has been developed that can be coated 
on the seeds and carried right into the growing plants. Thus, in early stages of 
pe EG Fe Ses Se a er a re INFORMATION of interest about the 
growth, plants can be given their own “built-in” protection against insects. organization, products and activities of 
rhis new product, Tuimet® systemic insecticide, is a pioneering development American Cyanamid Company and its 
rc ite ‘gl = : eae ly bain it trol i t subsidiaries is contained in a new book- 
an; s che Cc; researc s alre; “Ine se . ‘ °C cerns. = . 2999 , 

of Cyanamid’s chemical research. It is already being used to control insec let, “This is Cyanamid.” You may 
damage to young cotton plants, alfalfa and sugar beets—with dramatic success. obtain a copy free on request. Address 
R } S ieee i it ly ite } han to ctl Public Relations Depart- 

Ade he ; ieee i » dee: Seni pape ee 

esearch is now going forward to apply its benefits to other crops. ment, American Cyana- 

Here is the beginning of a new era in insect control. The development of mid Company, 30 

Taieer— van ier fa _— a sales. tp tenth af Rockefeller Plaza, 

HIMET—a new application of Chemical science to agriculture —I1S yp al o New York 20, N.Y. 


the contributions Cyanamid chemistry is making to progress in many fields. 


&. CYANANMID a 


AMERICAN CYANAMID COMPANY. 30 ROCKEFELLER PLAZA, NEW YORK 20, N. Y. 
When in New York, visit the Cyanamid Erhibit Open daily 11 A.M.-9 P.M. Main Floor, RCA Building. 
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